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SEPTEMBER 1938 


In the month of September of the year 1938. 
exactly one year before the outbreak of the new world-war, and about 
9 years after the beginning of the world-crisis, there appeared from 
the pen of the writer of this book, a brochure entitled 

“Quo Vadis?” 
or 

“The way to unprecedented prosperity”. 

In this brochure, by means of the A, B and C plans an economically 
justified solution of the then prevailing world-crisis and its accom¬ 
panying mass unemployment was put forward. 

But attention was also drawn to the increasingly threatening danger 
of war, which, according to the writer “could only be averted by put¬ 
ting an end to the crisis as soon as possible and creating general pros¬ 
perity”, and then, in the manner indicated. 


But the brochure referred to, contained more than that. In it was 
also indicated the way to end the miserable conflict between “capital” 
and “labour”. Further, an institute was projected and described for 
furthering and facilitating world commerce, and for the stabilization 
of the currencies, similar to the Multilateral Clearing Institute which 
is being more and more spoken of, nowadays. And finally the csta- 
blisment of a new “Commonwealth of Nations”, the “guidance” of 
which should be entrusted not to “politicians”, as has hitherto been 


the case, but to “practicians”, “experts”, for instance “able leaders” 


in economic life. 


Shortly, in this little book of unpretentious size, a plan was to be 
found by the thoughtful reader for building up a future “new” and 
“better world”, at least, the principal conditions were given, clearly 
described. 
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Soon after its appearance, this brochure was translated into the 
three modern languages — English, French, German — and many 
thousand copies, about 10.000 in all, were spread gratuitously in our 
own country, America, England, France and Belgium, and were sent 
to all prominent figures in the field of politics as well as economy, to 
Ministers Members of Parliament, Members of Congress, and also 
o some of the most prominent economists. But also to leaders of biff 
concerns. Copies were also sent to the then supreme leaders in Ger- 

many and Italy. 

thfpLol'l a ^, baS . SaclorS arcr f dited ^e Dutch Court, together with 
he Papal Nunco, received a copy in duplicate with the request 

forward one copy to their respective governments,- in the case of 

the Papal Nunco, to the Vatican. As has appeared to the writer 

most of these high functionaries complied with this request. 

And so, at the present moment, this “Quo Vadis?" brochure is to 
-e found m numerous foreign offices throughout the world - at least 
m t '° Se , Cl ’ un W ) ich were represented at the Dutch Court But i 

n tl e lea ling economists, as well as on those of numbers of the 
1 uipal leaders ,n economic life, in the above mentioned countries. 

re^:d S m l ',hiIT»le y b , ' C f e, \ t .° ma " nCr "’ hich addressed 

* 
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NEW YORK 
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5th Avenue 
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1 ONDON 
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Messagerie Hachette 

BRUXELLES 
Agence D6chenne 


“Quo Vadis?” ou “Le moyen d'at- 
teindre, une prospererite insoup^onnce" 

The French as well as the Dutch 
edition. 


THE NETHERLANDS “Quo Vadis?” of “De weg naar ongc 
At the booksellers kende welvaart. 


FOREWORD 


about. However, 
peace. 


In this book, both war and peace will be written 
very little about war, but much, very much about 


Before addressing the reader on these two extremely important sub- 
J S mysclf ’ 1 sha]1 Brst let others speak on these subjects. 


The writer. 


WA R: 


Lamartine: 


p 4ress! S ,m " Cler ° n “ ‘ arge SCale; mu)c,er a large scale is not 


Wellington: 


If you had experienced but 
seech Ood that it should never 
second. 


one day of warfare, you would be- 
be necessary for you to experience a 


General Sherman: 

War means “Hell”. 


sllucrt ochzccizcr: 


When war came, the inhuman that was in us took the reins. 

Edwin C. Hill: 

by scholars, who, sitting i n Uh Y tC,riblc battles, carried on 

death over valleys and mount- ’ ^ ° r ' U . ms ’ scattcr thc miasmata of 
less towns. mountains, armies and fleets, and big, help- 


Ben. Franklin: 

Every great war leaves three armies in the country: one of inva¬ 
lids, one of mourners, and one of idlers ready for any kind of crime. 

Walter Scott: 

War is the only game in which both sides lose. 

George Washington: 

Mij first, last, and only wish is to see war, this curse of humanity, 
banished from the world. 

Philip Snowden: 

The continuation of a war, in the hope of gaining a military vic¬ 
tory, is the worst way to lay the foundations of a lasting peace. 

A Mother s protest: 

It is no longer the time for battle and murder. 

No war would again bring suffering to humanity, 

If from the mouth of mothers was heard: 

“I did not bring up my boy to fight as a soldier. 


PEACE: 

Fr. Passy: 

People call the idea of peace a “Utopia", but they forget that the 
utopia of to-day, is the reality of to-morrow. 

Moritz von Egidy: 

If you wish for peace, you must work for peace. (G April 1901): 
Inauguration of the Permanent Court of Arbitration). 
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An army-order of Aboe Bekr, 

Caliph in the VII Century: 

If Allah should give you victory, do not abuse your power, and 

guard yourself from staining your weapons with the blood of those, 
who surrender to you. 


I mm. Kant: 

No peace deserves the name of peace, if the germs of a new war 
arc hidden in it. 


Edm. Grey: 

Peace can never be obtained by a country ensuring itself power and 
prosperity by the subjection and injuring of others. 


Budda: 

Mate is not conquered by hate; hate is conquered by love, this has 
been the order of things throughout the centuries. 


A a pole on: 

There are only two powers in the world; the spirit and the sword. 
In the long run the sword has always been vanquished by the spirit. 

T olstoi: 

rcadf of an 0 ” 5 me,> 15 ' hC g,CateSt boon “rtb. and lies within the 


Elizabeth Browning; 
r t -,l t,nU ,S r ° m,nff When we sha!1 havc thinkers instead of belli¬ 


gerents. 


Mcvr. Mr. C. Bah her—van Bossc: 


cal poiibifcf'tStS^ inevitable peace-slogans, the practi- 
creative force come from ‘a nJZMJZTcnt^' ^ ““ 


Victor Hugo: 


However it may be to-day, to-morrow belongs to peace. 

Isaiah 11:4: 

And their swords shall be turned into plough-shares, and their 
spears into sickles. One nation shall not raise the sword against an¬ 
other and they shall learn no more war. 


Taken from the Peace Album, 

./Thoughts about peace in all centuries”, 
collected by H. Ch. G. J. v. d. Mandere. 
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THE GUIDING THOUGHTS 


The guiding thoughts in this book will be: 

War: 

It is better to prevent a war, than to win a war. 

Peace: 

A good peace ought to be based on four pillars: 

^• The stringent laws of economy 

2. The laws of nature. 

3. The commandments of God. 

4 ' Conficle '’« of the nations in the peace work accomplished, and 
so in a happy and prosperous future. 
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CHAPTER I 


THE COMING FIGHT FOR PEACE 


Quo Vadis?” was written by me in 1938. Where 
is Europa drifting to, where the world? Whither, if the leaders of hu¬ 
manity see no cliance of leading the world to lasting prosperity . if 
one depression continues to follow the other, if the world should fall 
into greater and greater misery and poverty, and the threat of war 
should become greater, day to day? (The last chapter ot Part I of 
the “Quo Vadis?”-brochure). 

Now we know the answer to that question, for a second world-war. 
much more terrible and destructive than the previous one, has been 
the portion of humanity. 

Now I am again writing “Quo Vadis?"; but this time after six grim 
years of war, now the last shot has been fired in this second world 
war, the allies have again come out of the conflict as absolute \ ictois, 
and, for the second time, the German nation and its allies, and this 
lime Japan too, have been completely deleated. 


* * 
* 


And the answer to that question “Quo Vadis?’ — where is Europe 
drifting to, where the whole world? - now that that misery of war has 
again been suffered, that answer, for the time being, can only be: 

“To another fight, but this time, a fight for peace! 

And it is only during that fight that the decision will iall as to 
where, afterwards, Europe and even the whole world will drift to. 

The last words are not stimulating words, but any one who has 
followed the terrible events during this war with attention, and very 
likely has been compelled to take an active part in them himself, has 
certainly witnessed the great harmony in that fight — at least to 
all outward appearances — on the side of the fighting poweis w o 
have now emerged from the conflict as victors, but at the same time, 
he will not be ignorant of the fact, that now the struggle has come to 
an end, the same victors - America, England and Russia - haxc 
serious “clashes of interests”, which will make themselves lelt, as soon 

as a start is made to organize the peace . 
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NEW WORLD ECONOMY 


It would be too much to mention all those “clashes”. And so we can 
restrict ourselves to the most important of them. 

Clashing interests. 

Now the war is over America has emerged from the conflict as the 
great creditor state of many of its allies, who, one to a greater extent 
the other to a less, are in debt to the great banking and commercial 
house, America. ~~ 

Leaving the loss of lives out of consideration for the moment, Ame¬ 
rica has emerged from this war practically undamaged. No ruins have 
been made there. The American mercantile fleet is much and much 
larger than it was before the war. The capacity of the ship-yards has 
been raised there to such an extent during the war, that very optimistic 
reports have already reached us from America, that the total world- 
tonnage after the war would be greater than it was before the war, 
in spite of the fight with the submarines. 1 ) 

On the other hand, there are ruins to be found in abundance every¬ 
where in Europe and it will be hard work, a work of years, first to 
clear up those ruins, and afterwards to erect new buildings in their 
place — sometimes whole villages and towns — while the European 
fleet, especially the mercantile fleet, has sufferd serious damage and 
losses. 

¥ * 

¥ 

America is the land with the greatest stores of gold, and the richest 
sources ol gold. Its ally, England, possesses sources of gold too, but 
her stock of gold is exhausted. 

I he other countries of Europe possess neither sources of gold of any 
importance, nor great stores of gold, Russia alone, possesses both. And 
so America with its gold position will be able to obtain a very great 
supremacy economically over the whole world, a state of affairs of 
which England is perfectly aware, and also greatly fears. 

¥ ¥ 


In its turn, America fears, now the war is over, a new economic 
collapse, a crisis, and then, even a greater crisis than that of 1929 — 
IT39. And Americas fears are perfectly justified. For the production 

') But the quality will certainly not be so good. 
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THE COMING FIGHT FOR PEACE 


apparatus, which already during the crisis years there proved to be 
much too great — especially in the steel industry — has, in conse¬ 
quence of the war, again been considerably enlarged, since then. 

Consequently, to prevent this crisis, America will have to export 
by the mass, but shall it be prepared to receive from Europe much 

compensation in the form of products? 

Now for the repair of the tremendous war damage, for the replace¬ 
ment of lost stocks, and so also for food. Europe needs many American 
products, but is entirely exhausted economically, and so will hardly be 
in a position to make payments. 

As already said, it will take years to erect new buidings to replace 
the ruins and to recover from the other disasters of the war. Conse¬ 
quently — in contrast with America — there will be work enough in 

Europe, for the time being. 

But how will it be with the balances of payment? 

* * 

* 

America will probably aspire to the supremacy over the other coun¬ 
tries of the world. But has not Europe with its old history, its high 
level of culture, its centuries of fighting for liberty, still more right 
to that supremacy, now it has had to lose so very much blood, has suf¬ 
fered so much in this war for that liberty and independence? 

These are all questions and just as many points of dispute when 
once the peace conference begins. 

And we could add still more points of dispute, and just as many- 
dashing interests both economic and political, all of which might lead 
to difficulties, once the peace conference has begun. 

And then, we have only mentioned the clashing interests and points 
of dispute between America and its European allies, while we have, 
so far, scarcely mentioned Russia, 1 ) which will also make demands, 
and no modest ones at that. That in Russia “state-socialism and in 
the rest of the world “capitalism” is practised, or will be practised, is 
of itself a very great contrast, which may already lead to “clashing 
interests”. 

*) Although Russia also partly belongs to Europe, we have kept it apart. 
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CHAPTER II 


CONDITIONS WHICH MUST NOT BE 

NEGLECTED 


How will that new peace be effected, how will 
all those clashing interests be got over? How will good, harmonious 
co-operation be achieved? 

More questions reader, and more difficulties. But there is only one 

answer that can be given to all those questions, and that is: 

This lime , if a sound peace is desired, — a peace which does not 

again contain the germ of a new war, as was the case with the peace 

of 1919, all the terms of peace which are to be made must be entirely 

in agreement with the stringent laws of economy, and in so far as 

they come into consideration, with the no less stringent laws of na¬ 
ture, too. 

For, at the time, the economic side of the then peace was only 
too much ignored in Paris and at Versailles. 1 ) 

But this time too, the complicated human character will have to be 
taken into account, which then, unfortunately enough, was also not 
done — and the question will have to be put: “what will be the reaction 
of the nations to the peace and the terms of the peace which is shortly 
to be made, not only on the side of the victors, but, however paradoxi¬ 
cal it may very likely sound, also on the side of the defeated nations?” 

for it must not be forgotten that “confidence in the future” and so 
in the peace to be made, among the nations, is one of the essential 
factors in arriving at a sound building up of a “new and a better 

The reaction of the nations to the peace terms to be made, and so 

“ ", t .'“ tUta ' f a t Ce - wil1 havc *» ^ favourable, both on the side 
of the victors and that of the defeated nations. It will presently be 
demonstrat ed that the latter condition is also necessary. 

./blooded SJlXaMc 0xford - wote in 

xiously avoided" The'^aSxous'consMnffi' ploi ?. lei ?’. ";> 5 ignored, or an- 
c’ipal reason why, after a quarter of n Ln( 1C ° S r’ 1 Us form i a - the P**in- 
of war”-) (Mr. Meade Euro P e is a & ai " the victim 

Nations). 1 a membul of the secretariat of the League of 

(r: Translated from a publication in Dutch 
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CONDITIONS WHICH MUST NOT BE NEGLECTED 


And as to the solution and even the removal of the clashing inte¬ 
rests this will have to be achieved in the same way as the terms of 
peace will have to be drawn up, namely by strictly observing in it the 
stringent laws of nature and the laws of economy. Only then wi 
it be possible to start building up a better world, in which there will 
be prosperity and lasting peace. How this will be possible, will be 

shown later on. . 

For, let us first just cast a glance back at the years following t le 

last world war and try learn a lesson from them. 
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CHAPTER III 


WARNINGS FROM THE PAST 


On II November 1918, after the last shot had 
been fired in the previous world war, and the armistice had been 
signed, the “big guns” of the victorious powers — President Wilson 
of the United States of North America, and Lloyd George, George 
Clemenceau and Orlando, Prime Ministers respectively of England, 
France and Italy — met in Paris to draw up the peace, which was 
later to be signed at Versailles, and is consequently called The Treaty 
of Versailles. 

An army of collaborators, among whom were the cleverest experts 
i.a. in the field of economy, accompanied those “supreme leaders” of 
the victorious nations. 

There in Paris and Versailles it was clearly proved, that it is easier 
to win a war, than to organize a sound peace, a fact which, after 
all. history has proved all through the ages. 

But do not let us be astonished at this. For the same method has 
always been adopted in concluding a peace — at least, if there was 
one victor, and so not a compromise between the parties, or if, as 
was the case last time, a group of victors opposed to a group of de¬ 
feated nations — and that method was, that the victor dictated the 
peace to the defeated enemy, just as appeared good to him, at least, 
as he thought would be most advantageous to him. It goes without 
saying, that in doing this the interests of the defeated enemy were ge¬ 
nerally entirely ignored. But what was still worse, even the stringent 
laws of nature and of economy were entirely ignored, as were the 
characteristics and the mentality of the nations — victors and con¬ 
quered — and consequently also the reactions to such a peace, which 
were to be expected of them. 

It is not to be denied, that hate and lust of revenge often played a 
great role in this. 

That such a peace often ended in disappointment not only to the 
defeated but also to the victors themselves, is not to be wondered at. 

The years following the Peace of Versailles bear witness to such 
disappointment, for, as is now generally admitted, that peace turned 
out to be anything but a success. 
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WARNINGS FROM THE PAST 


No longer than eighteen months later began the misery with an 
economic collapse in the countries of the victors themselves In Ger¬ 
many, a great depression made itself felt which continued till the 
coming of Hitler. The war burdens imposed at Versailles on the de¬ 
feated nations proved unpayable, and were not paid either. 

In 1929 began the crisis, which was to extend to a world crisis of 
unknown dimension and was accompanied by mass unemployment and 
disorganization of the currencies. 

This crisis also started in the countries of the victors and that too 
in America, the richest country in the world, and spread from there 

like wildfire. 

In 1933 Adolf Hitler came into power. He started new prepara¬ 
tions for war, and was followed in this later, much later, not before 

1937/38 by the victors. 1 ) . , 

In the meantime, the crisis continued in the countries of the victors. 

From 15 to 25 million unemployed, with their families, were doomed to 
a life of demoralizing pauperism. Crisis measures and trade handi¬ 
caps became daily more numerous. At last, in 1939. followed a new 
world war, more terrible, much more terrible than the previous one. 
and it lasted — the war in the Far East included — six full yeais. 


This is a short summing up of a long scries of evils, sufferings, fai¬ 
lures, losses and catastrophes, which followed the previous peace. That 
was the kind of peace it was, and those the years which M owcd t 
And yet it might have been so entirely different, for in 1918 theie 
was nothing to prevent the democratic-capitalistic victors Iron, budd¬ 
ing up an ideal world, for at that moment, and shortly afterwards, 
Germany enchained for generations, had nothing to say in the 

matter. 

But it was not to be. 


Questions. 

All this gives rise to the following questions: 

How is it, that since the last war, and so since the Treaty of Vci- 
sailles, Europe has been afflicted by such a series of disasters and 

i) It is true, France had already started on its Maginot line. 
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NEW WORLD ECONOMY 


catastrophes? For that question must now be put and answered, if we 
are to prevent a repetition of such disasters after this second world 
war too. 

In answering that question we shall have to start from the fact, 
that there was nothing to prevent the victors of 1918 from building 
up an ideal world then. 

Very well then, how is it that, ten years after the Peace of Ver¬ 
sailles, a world crisis of unknown dimensions, with all the misery 
connected with it, afflicted the world, only to end nine years later in 
rearmament for this new war? 

How is it, that the German nation itself, fourteen years after Ver¬ 
sailles (1933) rushed into such a foolish adventure, when an Austrian 
workman, a front-line soldier, unknown a few years before, raised 
himself to the highest function in the Government of the German 
Empire? 

An important question is put here. 

We know from history books, what were the causes of the French 
revolution, we also know that from the blood and chaos of that revo¬ 
lution, but in the first place from the despair of the French nation, 
rose a similar phenomenon, Napoleon Bonaparte, to ravage Europe 
for years with his victorious but death- and -destruction spreading 
French armies. 

Well then: what was the state of affairs in Europe in 1933 and 
especially in the German Empire, that once more made it possible for 
such a “comet” to rise to such fabulous heights, and again to make 
powerless slaves of a whole nation — this time 65 million Germans — 
and with an army recruted from it, later on even with the whole na¬ 
tion, in the middle of the twentieth century, to sow death and de¬ 
struction and to set ablaze the whole of Europe, even the whole 
world? 

How was it possible for Adolf Hitler six years long and perfectly 
undisturbed, to arm to the teeth this nation which was disarmed after 
the war of 1914—18? 

How was it, that already 4 years after the end of the last war, that 
is im 1922, absolutism” was again introduced in to Europe, i.c. in 
Italy here we are leaving Russia out of consideration — to be 
fodowed by Spain and Poland; that even the whole of Central Europe, 
too, was again governed “absolutely” from 1933 whereas, in 1919, it 
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WARNINGS FROM THE PAST 

, . Peace of Versailles which the victory of 

was thought, that, with the Peace ol ^ __ u that of Willem 

democracy had brought, not on y democratic system 

n - been exterminated f^' m s ideaVone” would be prac- 

tised from that moment exclusively a question: because 

Here we will give a prov.s.ona answerjo tha a 

“The maintenance of the dem . eI ! 0Crat ; c nations to resistance 

splendid slogan with which to inspir principles, but that 

against rebellious nations governed ™ absolute ,y 

the democratic system P Dract ically has been proved clearly 
:no 0 u n g S h b To whirweVust immediately add, that absolutism has now 

-s s : 

pular even, that it could f. 1 of them - and could 

thans 90 million souls a system with which to build 

make them see in National Secern thejstem new wor Id? 

up a new and a better Europe e ^ here t0 that question too: 

A provisional answer can a y 8 already for more than a 
because the capitalistic system, as practised already 

century, has countless very wor ld crisis of .929-1939 

SSSffiflR .* 

And so it was our own thoroug j„ thc me an- 

cibkaM w„ ju,>,, IM« 


17 



CHAPTER IV 


A WORLD CONFLAGRATION 


Once more, in Europe, has raged a fire, which 
has spread even to the Far East, a disaster this time undeniably brought 
about by the Germans. And it was their flames and those of their 
allies — a veritable conflagration — which made countless victims, 
and caused incalculable destruction, while the extinguisher of the fire- 
brigade which rushed to the rescue, greatly increased the damage, as 
is generally the case. 

But since the fire has been extinguished again, and the duped na¬ 
tions will long continue to philosophize and nurse grievances about that 
blazing sea of flames, and the mischief caused by it, it is now the 
task of the few, qualified to do so, to look for the causes of that fire, 
so that humanity and the world will in future be spared such disasters. 

For although, on 1 September 1939, it may have been the Ger¬ 
mans —it must be repeated — who let loose this avalanche by crossing 
the Polish frontiers, the causes of this new world conflagration must 
be looked for further back. In the case of most fires, for the purpose 
of finding the origin it is sufficient to find out who or what caused 
the fire to begin, or set the first spark glowing. In the case of a world 
conflagration, that is not sufficient. Such a thing has causes which — 
as already said — must be looked for further back. 

But it is also necessary, to find out, what measures might have been 
taken to prevent that new conflagration, in time. 

In the first place, it will have to be found out whether, on the pre¬ 
vious occasion, the fire brigade did its work of extinguishing the fire 
well, or whether even then a smouldering fire had remained. 

An answer was already given in the autumn of 1919 by the famous 
English economist Keynes 1 ) when he then foresaw this second world 
war.' 2 ) We shall come back to this, later on. 

Well then, unfortunately enough, this prophecy was fulfilled twenty 
years later. The judgement of this scholar is of the greatest import¬ 
ance to those who are looking for the causes of this new disaster, 
and for the means by which such disasters can be avoided in future, 
i) Now Lord Keynes. 

■> Here we again refer the reader to what Prof Meade wrote. 


18 



* 


A WORLD CONFLAGRATION 


For the duped nations of Europe who, in ^ short space^ of ajew 

X Here to B^J^S’co^ 

Hungary. C-hd-f*. km • 

far as they did not belong o <tr . pr \tv and peace are assured, 

rig ht to a future in which la. ting the past , after 

and disasters such as those men 1 war -disaster and the deter- 

the investigation into causeS ° . \ f been ta ken and which even 
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CHAPTER V 


IT IS NEVER TOO LATE TO MEND 


w e have already written, that in this book answers 
will be given to all the questions put in a previous chapter, while the 
questions already provisionally answered will be gone into more fully. 

But here we can already anticipate what is written later on, by 
stating that to prevent the mistakes of the past being repeated, at the 
same time to be able to bridge over the apparent clashing interests, 
best of all even to remove them, and to come to the harmonious and 
united construction of a new and a better world, the first requirement 
of the future peace-makers will be — this too, in connection with what 
we have already written — that they are thoroughly acquainted with 
the stringest laws of economy, and, in so far as that is possible, with 
the laws of nature too, so that they will be able to make every stipu¬ 
lation of the new peace which is to be organized, in accordance with 
them. 

But have those in the camp of the victors the correct knowledge of 
those economic laws, and of those laws of nature? 

This is greatly to be doubted. For the assumption, that before this 
new world war began, that is to say, before September 1939, there was 
nobody in the countries of the allied powers, nor in those of the axis 
powers, who possessed to a sufficient extent this undeniable knowledge 
of the laws mentioned is in every respect justified. 

If this assumption should be correct, it is also to be doubted whether 
the turbulent war-years will have given them this knowledge. 

Much points to the fact that this has not been the case, which will 
immediately be demonstrated by a few facts. 

But let us first just continue our questions: 

Is the correct solution known to the greatest of all the problems which 
will soon crop up again, namely: how to prevent crisis and mass un¬ 
employment, which goes hand in hand with it? For if, in the coming 
peace, a sound and so an affirmative answer has not been found to 
that question, all the future work of construction will be in vain be¬ 
cause then, in the near future, when the work of repair has come to 
an end, a catastrophe is again to be expected. 
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- IT IS NEVER TOO LATE TO MEND 

America will probably already be faced with this great problem 

ev en that other extremely important probUm: 

how in every country always to have in abundance the P°^bd ty of 
production for the production apparatus — full employmen 

f he whkh wm 

prove to be possible, if it is possible to keep the production apparatus 

a ones disposal, working chiefly for the home market. For f there 

economiclrte X —ies experiencing any detrimental influence 

^ r< Has'a > method been found to increase the "purchasing-power” of the 
workmen Without the notorius vicious circle commg mto act,on> 

For, in due course the ^J^^mentui”"be'n^ssa’ry in every 

=SS"I. 

3525 ===- 9 " 

the democratic and the absolute system of governmen ^ 

Do the victors know how defeated opponents must be tream^after 

a modern war of exhaustion, so that t >e vie ors from thc dc f ca tcd 
loss than the compensation that can be o * ^ (hc war? 
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as, for instance, was the case in the quarter of a century following 
the peace of Versailles? 

Do they know, in that rich and undamaged America, what is the 

most correct that is to say the most economically justified _ 

method of approaching Europe, exhausted and strewn with ruins? 

There are only a few of the numerous problems, many of which 
have already been waiting decades for a solution and which will 
demand a sound solution in the coming peace, at least if the desire is 
to achieve the building up of a new and better world. 

And yet, any one who has followed world events with attention 
and has kept up with communications in dailies and periodicals as far 
as it was possible to do so, is justified in doubting whether a sound solu¬ 
tion has already been found to even one of those problems, leave alone, 
that a complete and, above all, a good plan has been found for the 
building up, of a new and better world, all of which is so desirable. 

And this doubt is already justified, when one reads the reports 
of the many conferences which have been held in America in con¬ 
nection with the stablization of the valutas. For in arriving at de- 
cisions t ere, very little account has been taken of the stringent laws 
Of economy, as will be clearly demonstrated in one of the following 
chapters, and from all this, it may be safely concluded that the 
knowledge of those laws is still lacking. 

There is also much to be learnt from a single glance at the liberated 
aicas. For, in those areas in West Europe — take for instance France, 
e gium or t e Netherlands — is there one government which has 
energe ica y tackled measures for reform, and consequently for a 

Un t 0I T ^ le unc ^ en iable abuses which already existed before 

S CF ^ ° nC s:ovcrnment which has even given signs of having 
made plans to that end? No, certainly not. 

nor in iI?n 1S that neither in the cam P of *e victors, 

been wron ‘ d C ° Un ' rieS ’ " suffidcntl y realized, how much has 
what extent eC °" om,c soclet y from times immemorial, and to 

laws of economy and the f ‘ rampled under foot the strin S ent 

our society really was, L„d s ,m £ " a ; Ure ’ W tW ° U ^ sick 

as alUdyd^mons^tedlav 29- / 9 ! 9 “* PUrdy f ° rtuit y nor > 

Of the second world war No our whY°° T S ‘ ded ‘ y f ° r ^ C3USeS 

• iNo, our whole sick society drifted towards 
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ra is never too late to mend 

these catastrophes and moreover, f ^ "f^Cade" the' correct 
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tice, at the earliest possible would ha ve come to all 

jz - k - - 

are not let loose. 
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And now, at the conference at ^ 
given clear proofs of their inter ^10 ^ ^ naturally has met with 

on the side of Germany impossibl : ) nat ions, which have 

full approval in the countne we s hould like to ask why m 

been so terribly affhcted. But ^^^^ ^ Hit , er came into power 
1933, did not the vrcKora of 19 ( ^ or wha t would have 

and started re-armmg, >™ med *»‘ J aUerati ons in the Peace of Ver- 
been still better, by making h German nation asking for rea. - 
sallies, remove any reason for 

mament”? , ut weap ons, and therefore we wrot 

One cannot wage war war t h an tQ win a war. 

‘5,ssfj :r«s*a.se r. 
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CHAPTER VI 


THE COMING PEACE 


If the conclusion is correct, that neither in the 
countries of the winners nor in those of the defeated nations the eco¬ 
nomic panacea has been discovered, and, moreover, that no chance 
has been found to lift the veil which hangs over so very many eco¬ 
nomic problems, and still envelopes them in deep darkness, then, 
one is inclined to ask, what is going to be done at the coming peace 
conference? 

Must another peace be concocted there, which will be the basis of, or 
contain the germ of another catastrophe, either in the form of another 
world crisis — greater, much greater than the previous one, — or of a 
war, or worse still, of a world revolution? For this time no mistake 
must be made at the peace conference, as was the case some three 
decades ago. 

The nations must have the prospect of a happy and prosperous 
world, not only for the winners, but also for the defeated nations 
— however wonderful this may sound in the ears of the winners, filled 
with hate and longing of retaliation — if, this time, another new 
catastrophe is not be prepared. 

And it will not be sufficent that there is such a prospect. This pros¬ 
pect must be made reality, and quickly too. 

* * 

* 

At the coming peace conference there will probably be many com¬ 
mittees, especially committees of “experts”, and “compromises”, 
numerous compromises, will lead to the ultimate peace. 

But what a number of economic conferences were held in the crisis 
years preceding this war, at which the cleverest “experts” in the whole 
world met, and did one of those experts there ever succeed in solving 
one of the pending important problems? 

Will that indeed now be the case, now there are so very many pro¬ 
blems which must be solved in a sound way? 

But humanity must not forget, that it is impossible to make com¬ 
promises either with the stringent laws of economy, or the laws of 
nature. 'These laws must be rigidly observed or... we shall have to 
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accept the awful consequences of ignoring them, for ourselves and for 

posterity. . 

One single unsound stipulation in the peace to be organized, one 

stipulation in conflict with the stringent laws already mentioned, will 

be sufficient hopelessly to ruin the new work of peace, and lead to a 

new debacle. Let this be borne in mind. 

A complete plan ready. 

As already written, there are many problems in the coming peace 
which immediately demand a good solution, and I am pleased to be 
able to tell the reader, that in this book he will find submitted to his 
judgement, solutions to all the problems already mentioned, and to 
still more not mentioned, which undoubtedly will come under discus¬ 
sion in the coming peace. 

Moreover, in this book a complete plan will be published by which 
it will be possible to build up not only a 

New and better Europe 

but even a 

“New and better world . 

It was possible for me to find those solutions and to work out this 
complete plan of construction, after I had succeeded, in the course of 
the last few years in penetrating to the bases of economic sciences, even 
to places which had apparently not yet been explored, before 1 
did so. After that it was no longer difficult to raise the veil, which en¬ 
veloped the numerous still unsolved problems, and even to remove it. 
All this will be further cclucidated in the first chapter of part 11. 
It will probably even be possible for me to demonstrate to the 
reader, that those numerous “clashing interests” which ap{>car to 
exist between the allies on the side of the winners in reality, do not 
exist. That there arc even common interests, so great, that for none 
of the parties need there be any obstacles to walking the path of peace 
together in unity and in full harmony. 



CHAPTER VII 


DEDICATION 


w e shall not go further into details here. For in 
the following chapters, a clear explanation and further elucidation 
will be given, wherever required. 

But it is with this in view, that I dedicate this book to all “leaders” 
of the nations, and especially to those whose task it will soon be, seated 
at the peace conference table, to prepare for humanity, which has so 
long been afflicted, a new peace. 

For it will be possible for this peace to be a lasting one, and to lead 
to a world in which there is prosperity and joy of life, provided the 
correct paths are followed. 
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CHAPTER VIII 


economic federation of 

EUROPEAN STATES 


Before we begin the contemplation of the pen¬ 
ding social and economic problems, still one more very .mportan 
problem calls for our immediate attention: ,t » the problem of a 

union of the nations. . . , velocity 

And so the States with their peoples would act w e > to un ^ 

form continents, just as, hitherto provinces um economic 

and the continents should mutually arr.ve at harmomous 

co-operation. . 

All this will be possible, as far as Europe is concerned, by foun- 

ding an 

Economic Federation of (West) European States. 

For „ **« *» wh,,h 

both from inside and from outside, wi g . , ,,u be threatened 

those dangers later on. Also the states .nd.v.dua 11 J be 

f,™ ,.d from without and ^ 

<•*”=<"• ”» f" 

nious co-operation, which, as wi 

sible here in Europe for the joint states. co . 0 neration 

It will appear, that as a maUW co^ ^ 

between the continents is essentia , urc ourselves 

bilities of prosperity to the full, and, by doing . 

of lasting prosperity and peace. co-operation on 

Seeing the desirability, even the necessity of 

the part of the European states, bu als e alrcady ma dc 

unnecessary bloodshed and destruc ion, e u ■ an d also 

by me, before the Netherlands were occupied on 0 May^9 
after that occupation, to end the war on the basis ol the found g 
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a European league of states. Alas, it proved to be without success. 1 ) 

I always had in view a Federation of European states — without 
a single exception — in which, however, each state should retain its 
liberty and independence both at home and abroad, and if there were 
colonies, in the government of those colonies, too, at least, in so 
far as this was not in conflict with common, and so "federal” inte¬ 
rests. Of course, each state should be free in the choice of its ruler. 

The seat of such a Federation would, naturally, be established in 
one of the smaller, formerly neutral European states. In the govern¬ 
ment, as was, and still is, contemplated by me, no single state would 
exercise a preponderating influence. 

A very exceptional, entirely new method of government, by which 
it would be possible to govern smoothly and soundly, was planned 
by me, not only for this Federation, but also for the states associated 
with it. We shall refer to all this again in extenso. At present, it can 
only be stated, that, according to those plans, the nations would have 
to choose new leaders, even leaders of quite a different type — men 
with practical experience, not politicians — as was already demonstra¬ 
ted by me in "Quo Vadis?” the book already mentioned (see part I, 
Chapter I.) 


* 


* 


However, these plans immediately met with opposition on the side 
of the Germans, who, in 1940, still expected, within a short time, to 
govern Europe from Berlin. 

But the fact, that I was in a position to hand over a plan for the 
building up of a new and better Europe, even of a new and better 
world, led me to decide on these efforts. 

* * 

* 


Now in part II and part III which follow, we shall first mention 
and explain the solution of the pending social and economic world 
problems already announced after which, in part IV the new “system 
of government”, already referred to in a few words, will be further 
elucidated. 


3 ) These peace efforts will be further referred to, later on. 
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ECONOMIC FEDERATION OF EUROPEAN STATES. 

In that part we shall also go more fully into the question of an 

Economic Federation of European States. 

Before concluding part I, which is of an introductory nature^ we 
will not neglect to say a few words of encouragement to the 

SAN FRANCISCO. 

In the year 1906, San Francisco, was ravaged by a tremendous 
earthquake and was to a great extent destroyed by ,t. and by the 

Try o" trrld b disma°y Ut at such a catastrophe, as had never 

r h more 

*£ •““,»» ..<■ p»,«~ “• l “'- 

W Thitm e e f thing 3 beposs^e ^Europe too in *e IJtu™. But if 
that is to be the case, no stupidities mu^ ^ chief 

must be no giving a free rein o passm ^ aU> as a l re ady de- 

it STbc necessary stricdy ^-e^ ^ringent laws 

srrrci « sxxZr - rr” ““ 

w“ - .. to,l to .in- - a to 1 ““ 1 ’ 
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CHAPTER IX 


THREE ECONOMIC BASIC-FACTORS 


In but three decades humanity has been 

scourged by three catastrophes, namely two awful world-wars and a 

world-crisis of unknown duration and extent. 

Of course, this is only possible, if there is much that is wrong 

at least if we wish to come to a new, and especia y was 

But all those unsolved problems just go to^s ow, ^ 
much that was wrong in our society, so wrong ev 

■*iKr^ii* ■»>* •' ,h ~ ^ p, ” b,e ““ 


In the first place: 


the people lacked a sound governing machine, 
at least a method of government by which 
smooth and sound government is possible. 


In the second place: 


it is high time that an end came to that most 
pitiful conflict between capital and labour 
which has already lasted much too long, and 
has caused unspeakably great suffering, poverty 
and embitterment. 


In the third place: 


those periodically returning crises, 
tendant mass-unemployment have 
vented. 


with the at- 
to be pre- 


ln the fourth place. 


very much will have to be improved in the 
monetary field, for in that field too, innume¬ 
rable mistakes of a very serious nature are made, 
which dislocate our economic society to a sci 

ious degree. 
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In the fifth place: the victors will have to make correct peace- 

stipulations, that is to say, stipulations econo¬ 
mically justified. _ 

Finally: the nations of Europe will have to unite in a 

new league of states. 

The reader will very likely ask: “How is it, that there was so much 
that was wrong in our society, so wrong that three such catastrophes 
could inflict humanity in but a few decades?” 

That question can be answered as follows: 

The state government is more and more coupled with an economic 
government. In this economic government our Ministers and other 
authorities chiefly pay attention to the knowledge of the practises 
of economic science. 

It is a fairly well-known fact, that that branch of science has not 
been productive up to now. So far, no sound, that is to say economi¬ 
cally justified solutions have been found for all those important pro¬ 
blems we have already mentioned. 

When I was looking for the causes of the sterility of that science, 

I arrived at the wonderful discovery that 

three basic factors 

have been seriously neglected by its practisers. 

1. The purchasing-power. 

^ • 

(Origin and utilization of purchasing-power). 

2. The advantages attached to a rise in turn-over. 

3. The multiplicity of the circulation of money. 

It is true, these three factors were known of, but, apparently, their 
importance has not been sufficiently realized. As a consequence, they 
have been seriously neglected in studying and in looking for the 
solutions for all those problems of a social and an economic, also partly 
of a political-economic nature, which, as already stated, have long 
demanded, and certainly now require a sound solution soon: 

In the following chapter, two “theses” will be mentioned in con¬ 
nection with the “purchasing-power”, which, are not be found in 
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textbooks of economy.') And yet they are of the very greatest im- 

P °By taking t^fthttcZmShasic factors mentioned into account, 
and so including them in the 
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CHAPTER X 


ORIGIN AND USE OF PURCHASING- 

POWER 


Purchasing-power is created, but at the same time 
utilized bij the production process, also during the distribution of 
the products — wholesale and retail trade — at least, in so far as it 
concerns a product distributed via the wholesale and the retail trade. 

We use the words “produce” and “products” here in the widest 
sense of the words, for the performance of intellectual work, too, which 
is also a sort of producing, is also remunerable in money, which again 
is also a “producing” of purchasing-power, in which, at the same time, 
the purchasing-power already existing is utilized. 

We will now show this by means of a few examples, but shall make 
them as simple as possible, for the sake of clarity. 

First example. 

A manufacturer buys raw materials to the value of £ 100, and pays 
this £ 100 to the supplier, in which way the latter receives new 

purchasing-power to the same amount. 

The manufacturer lets his workmen work on these raw materials 
for which work they earn £ 100. He pays this £ 100 to his workmen at 
the end of the week, in which way the latter receive £ 100 new pur¬ 
chasing-power, but the manufacturer has naturally utilized £ 100 of 
his purchasing-power in stock for this purpose. 

Then the manufacturer has in his possession products which have 
cost him so far £ 200. He raises the price by £ 50, as his profit, as con¬ 
tribution towards his own expenses of living, after which he sells the 
finished products to the wholesale trade for £ 250. When the wholesale 
dealer has paid him the £ 250, the manufacturer has in this way ob¬ 
tained £ 250 new purchasing-power, and the wholesale dealer has 
used the same amount of his stock of “purchasing-power”. 

The wholesale dealer increases the buying price of £ 250 by £ 50 
for his own expenses and profit, and thus sells the products for £ 300 
to the shopkeeper. As soon as the latter pays his purchasing price of 
£ 300 to the wholesaler the latter receives £ 300 new purchasing-power, 
which the shopkeeper has paid from his stock of purchasing-power. 
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ORIGIN AND USE OF PURCHASING-POWER 

In his turn the S h^roHU ant linaUy 

lelTpX; l the buyers - —s ™ J 

is*—- -- - ** side 

have Utilized of their purchasing-power. 

Second example. ork ; n this 
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new purchasing-power. If he is ^ however , the state must 

him out of the treasury. To be a ■ ^ ^ simply ■•purchasing- 

first levy taxes, and wi tke c ; v ;i servant is paid, 

power” withdrawn from 1 e utilizing, at any rate a 
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supply new purchasing-power with it. 

Must TpTayld (produced) by a string-band in a restaurant 
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musicians at the end of the week or the end of the month in the form 
of wages. 

These three examples will be sufficient for us. 

However, I will repeat the first example, that of the manufacturer, 
in a more conveniently arranged way, in order to make two things 
especially stand out more clearly, viz: 

le that during the production process, and for so far as this follows 
it, during the distribution of the product — wholesale and retail 
trade — there is exactly as much already existing “purchasing- 
power” utilized or consumed as there is new “purchasingpower 
created. 

2e that the total “purchasing-power”, which circulates during this 
production and distribution process is a multiple of the final 
price — the retail price — of the product or the products, at 
least this is the case, if the product reaches the real possessor 
via middle men as is the case in the example given below. You 
can see for yourself. 1 ) 

Utilized New 

purchasing- purchasing 

power power 

The manufacturer utilizes £ 100 of the purcha¬ 
sing-power (money) already in his possession 
to buy raw materials with. £ 100 

The supplier of those raw materials receives 
that purchasing-power from the hands of the 
manufacturer, and consequently receives new 


purchasing-power . £ 100 

The manufacturer pays £ 100 in wages, and 
pays these wages from his cash with his purcha¬ 
sing-power already in stock . £ 100 

to be carried forward £ 200 £ 100 


*) So we see here, that the production and distribution process in many in¬ 
stances already immediately creates a multiple money-circulation. We would 
call this “the direct” because this concerns the direct yield of the product it¬ 
self. The multiplicity of the money-circulation during the production and 
distribution process, however, is considerably greater, if we also take into 
consideration the “indirect” influence which the yield of certain products 
effects on the whole production process, and thereby on the money-circulation. 
We shall, however, elucidate this in one of the following chapters. 
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origin and use of PURCHASING-POWER 

brought forward £ 200 £ 100 

The workmen receive these wages at the end of 

The week, and in this way receive new buying- £ ]()0 

power to the value of ... 

The manufacturer raises the cost pricei of his 
products of £ 200 by £ 50 for profit and sells the 
finished products to the wholesale trade for £ 25Q 

£250 . 

The wholesale dealer pays that £ 250 from his 

lash consequently with the purchasing-power 

already in his possession and receives in £ ^ 

change the finished products . 

The wholesale dealer raises the price of £ 250 
b £ so — for expenses and profit and th £ 300 

the products for £ 300 to the retailer . 

The retailer buys these products for £ 300 and 

pays out of his cash, thus with purchasing- £ ^ 

power” already in his possession. 

The retailer raises the price of £ 300 by £ 100 for 

expense and profit, and finally sells the product 

to the ultimate buyers (consumers or users) or 

£ 400. He thus receives this buying sum £ 400 

• (•**** 

buyers . 

The buyers pay with their money (purchasing; 
power ) for these pro ^ 4Q0 

ducts £400 to the retailer..£TT 50 _ m 50 

You,u« i... *«»«•»-* ”‘r»“ t 

triple circulation of money an purc “ .? v a lue ” 0 f the products, 
“retail price”, and consequently “utilized” as “new” pur- 

wh., p , i»... ■»«* l, »' b~ 

chasing-power created, one might take it, 
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lized each other, owing to which only the “products” would remain. 

However, as to this mutual neutralizing of utilized and newly re¬ 
ceived purchasing-power, there is still something to be said, as we 

shall presently see. 

Duration of the products. 

As to the resulting product, in many instances that has of itself a 
purchasing-power too, at least, it can often be used as an object of 
barter. As “buying” is really “barter”, that is to say an exchange of 
money for commodity, properly considered “barter” is also buying^, 
and one could thus assign to every object that possesses “barter value’, 
“purchasing-power” as well. This is, however, only en passant. In any 
case it is certain that practically every product has a salable value. 

Now every product has a limited “life”. There are but few pro¬ 
ducts which make an exception to this law. One might, for instance, 
mention “gold” and precious stones as *) an exception. The former, 
at least a great deal of the world’s gold-supply, has been stored up in 
treasuries or vaults of banks often for centuries and centuries, and 
conseqently cannot wear out. 

Other products, for instance, great edifices, like the pyramids, which 
have defied centuries and centuries, palaces too, have a very long 
“life”. The pyramids might be considered everlasting. 

But most products reach their end very much sooner. There are, 
for instance, articles of consumption which, after having lain in the 
warehouse or the pantry for a longer or shorter time, suddenly dis¬ 
appear through being consumed. Goods for use generally have a longer 
“life” of very variable duration. Through wear and tear, however, 
these too can sometimes be completely used up, or owing to becoming 
old-fashioned, they come to their end, which end is often the rubbish 
dump, or, in the case of greater objects, the demolisher. 

The latter case also applies to the so-called capital goods. 

What remains after demolishing is the “refuse”, such as old iron, 
the so-called scrap-iron, which again forms an excellent raw material 
for the blast-furnaces, so that such refuse again begins the circular 
course through our economic organism. 

’) That gold, at least bar gold lying in the vaults of the banks, does not 
wear out, and consequently is everlasting, forms a factor which must be duly 
taken into account in judging the “gold problem” which is of such importance. 
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Consequently it can be clearly seen from ‘^’^‘i^^^shorter 

ception, every product ‘* a PP e "* , ag of serv i ce to, mankind 

“life”, after having served, or havin e oeen 

during this live. 

T he advantage of the utilization of as much 

From the fourth example we have c ear y^ pwchasing . power is 
existing purchasing-power is utili production and 

created so that, well conside,*^ purchasing-power 
distribution a re-distri u ion 0 cons ider that utilizing or rather 
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“using-up of already exi g P favourable factor in our 

table factor but, on the contrary, becom es of use to hu- 

economic society. Money “ourchasing-power . 

manity when it is utilized r and miscry amidst his piles 

The miser, who succumbs g not conver ting his money 

of gold coins, has commuted the fau That utih . 
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zing of money by applying P society, for it causes pro- 

greatest importance to our entir uses u p the stocks, 

ducts to disappear from the market and n o do. g v generally 

The retail-dealer, Who sees h,s ^J^^cutation of money: 

replace it, which again bnngs US ' a - n replenish his stock from the ma- 
the wholesale dealer will then g and circulation 0 f money, 

nufacturer, which again lead “ b h h a n this, again gets a new 
In conclusion, the manufact Qf which he _ in his turn, needs 

possibility of production, in con and has t0 pay wages and 

new raw materials, uses coa circulation of money, uti- 

salaries to his workmen and rchasin g-power. 

lization of purchasing-power a f a £ d in s0 doing creating 

The utilizing of ex.stmg purh action) which already 

n CW purchasing-power, ^ f<jr the community, so 

extremely useful of tsel namely •'neutralization of 

T he use of new purchasing-power extremclv 

After the ■'application" of purchasing-power, which 
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useful for our economic organism, comes the “new” purchasing- 
power, which, in its turn, will fulfil such an extremely useful function 
for our community, and that is the removing of products from the 
market, or the supplying of itself with intellectual products in its 
place. 

Now we must come to a certain correction with respect to that 
“new” purchasing-power, for, while, as i.a. it has appeared so clearly 
from example 4, especially in the case of products which reach the 
possessors — users — consumers — via the wholesale and the retail 
trade, an approximately triple money-circulation has taken place, 
calculated according to the ultimate value (retail price) of the pro¬ 
ducts, and — consequently, as much “new” purchasing-power has been 
created, there is still something in the latter to be critizised. 

For of that £250 for instance, which the manufacturer has received 
for the product supplied by him, he has already bought raw materials 
to the value of £ 100, and has also paid £ 100 in wages. It is true, both 
those payments occurred before the sale, so that the manufacturer had 
to pay those two amounts of £ 100 from the purchasing-power in his 
cash. Yet that does not alter the fact that, when he receives for his 
products the £250 which we have considered for him as “new” pur¬ 
chasing-power, he has first to fill the void of £ 200 in his cash with it, 
after which he retains £ 50 profit for himself. 

Now this profit of £ 50 is really “new” purchasing-power for the 
manufacturer, which he can utilize, for instance, for his own sub¬ 
sistence. 

And so we come to the following calculation of the actually “new” 
created purchasing-power, which we might style “remaining new 


purchasing-power”. 

Remaining new purchasing-power. 

The new purchasing-power, which the supplier received for 

the supplying of his raw materials. £ 100 1 ) 

New purchasing-power, received by the workmen and staff „ 100 

The manufacturer in his profit . ,, 50 

The wholesale dealer in his profit. „ 50 

The shopkeeper in his profit . „ 100*) 

£ 400 


J ) Not to make the matter too complicated, we shall here ignore the fact, 
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Consequently a total new “remaining purchasing-power" has been 
created £ 400, being exactly the ultimate value of the retail pnce 

° f iom^hfsTast calculation now appears quite clearly the so very im¬ 
portant, I dare almost say the all-dominating ecanomtc factor , namely 

that every product creates its own value in purchasing-power 

I shall show presently how important this really is. 


* * 
A 


But at the same time it appears from this, that during the process 

user or consumer importance that its value 

This economic factor, too, is ot so great i 

cannot be highly enough assessed. sQme of the mos t 

Now, armed with this knowledge, we 

important world problems, later on in this book. 

* * 

For .ho sake of 

power which is created to F ,. • i t h an that which 

production and distribution on « h* in a high 

.1 ,be ..~K product at a h«H. »■*» „„ ou S kl 

nrsssss. 

.Ho- - —* **«• “ *» 
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a strongly falling market price there is a shortage of money, or of 
purchasing-power, — originates in other circumstances. They are 
credit matters. For by a sudden heavy fall in prices, there will often 
be an atmosphere of panic, accompanied by the cancelling of credits 
while, at the same time, there is often a buyer’s strike, owing to which 
the stock of purchasing-power remains unemployed. 

* * 

♦ 

In conclusion, we again repeat the all predominating economic 
factor, 

“every product creates its own value in purchasing-power . 

For it was armed with this knowlege, that the solution of the fol¬ 
lowing world problems, which will presently be described and eluci¬ 
dated in the other chapters, was found. 

1. The prevention of crisis and mass unemployment. 

2. The ending of the sad conflict between capital and labour. 

3. An economically justified manner of liquidating the very high 
war debts. 

# 

4. Many valuta-problems i.a. whether gold is favourable or an 
unfavourable factor in our economic society. 

5. Whether the exportation of “purchasing-power”, the lending of 
money to foreign countries, is economically justified or not. 

6. The question whether it is desirable or not to make a vanquished 
enemy pay a war contribution, and to make him repair the 
damage done by himself. 

It will very likely astonish the reader, that this point is also con¬ 
sidered a “problem”, because the reader considers it only natural. 
But let him have a little patience, until he has taken cognizance of 
my conceptions with respect to this undoubtedly important question. 1 ) 

x ) Already during; the war the contents of this and a few other chapters of 
this book were put before some of my fellowcountrymen, leading figures in 
our economic life of course confidentially. 
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CHAPTER XI 


THE ADVANTAGES ATTACHED TO A 

RISING turnover 


Shorty before the war, there were people in our 

country, who said: 

a) that the Dutch nation was living beyond its means. 

hi that there was lack of balance between this high standard of 
living and the unfavourable development of the economic am 

financial world conditions. 

At the time (autumn) 1938 I did not agree with this diagnosis') and 

I have been studying economic wmdd pro 
blems, I have come to exactly the opposite conclusion and hat s 1 

crisis situation, in which the world has for manV ee resultmg f om 
true a result of lack of balance, but a lack of balance resul ff 

E^TLtod or ■> M * c 

SEKES SWS 1 

remains unutilized. vn-iinrc it can 

Since the diagnoses of this sickness are at such great variance, it ^ 

3S ollTZ hand (the Dutch Govern- 

ment), 

“retrenchment to the utmost limit” 

on the other hand (the writer of this book) standar d 0 f the 

“Let the money roll, an Vadis?”)” and further: 

masses than lower it. (Plan 15 . . , , . C(1 ihit 

'■Even shorten the "life” of some of |h« F™c,p, P|£*^ 
a new production-possibility may come (plan A. V. 

*) Of the well-know nine prominent Dutchmen 

a) in my “Quo Vadis?” brochure part 11 


/ 
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Retrenchment will not get us there. 

In the Netherlands, in the crisis-years which preceded this war, for 
seven years long we have witnessed a policy of “Deflation”, which 
means: retrenchment to the utmost limit , and that in a world which 
is utterly sick through suffocation in its abundance. 

It has always been a riddle to me, that people have been able to 
follow this path, have even followed it so long without a catastrophe 
having come sooner. 

For, as an industrialist, I know only too well, that a policy of re¬ 
trenchment to the utmost limit” means, that always lower salaries and 
wages are paid, that consequently there is always less purchasing- 
power available, so that there is always less buying, and, as a result, 
always less production possibility. 

It is true, that this retrenchment on public expence by the lowering 
of the salaries of the civil servants, leads to reduction of the state ex¬ 
penses, as a result of which apparently fewer taxes would have to be 
levied, and the pressure, which is thus exerted on every production 
unit too, becomes less, yet this advantage is only imaginary. Because, 
for the manufacturer, “retrenchment”, as already demonstrated, re¬ 
sults in a fall of the turnover, and through this, the pressure which 
is exerted per production unit by the so-called overhead expenses, 
becomes greater. For anyone who is acquainted with industrial life, 
knows that the great evil attached to a decrease in the turnover in 
the concerns is caused by the fact, that those overhead expenses do not 
decrease with the turnover, even remain practically stationary, so that 
the pressure per production unit in case of decrease of the turnover 
becomes greater and consequently the profits fall. 

Every advantage resulting from the lowering of taxes is lost owing 
to the rising of the pressure exerted by the stationary overhead ex¬ 
penses on the lower turnover, and consequently on each production 
unit. 

Entrenchment does not lead to a cure of this evil, the results are 
even quite the contrary. For in consequence of the reduced possi¬ 
bility of turnover, competition will again become greater, bringing 
with it a further fall in the profits, and necessitating the dismissal of 
workmen and staff. The number of unemployed will consequently 
again rise, as will the dole payments. This will lead to the rising of 
the public expenses again, probably by the same amount, perhaps even 
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more than what on the other hand, has been retrenched, while owing 
to the reduced profits in the concerns, the yield of the taxes become, 
lower, and so the public revenue is still further reduced 

And so I emphatically state, that this path will not lead an> 

improvement. 

Increase the turnover to achieve prosperity: , 

And so the only possible way to put industrial life, and with it the 

entire economic life, on a healthy footing and to combat unhealthy con¬ 
ditions such as a crisis, with its accompanying mass unemployment is 
to strive to attain an increase in turnover and in consumption, t 
gether with a greater utilization of objects of utility and of capital 

80 For by increasing the turnover, the pressure of the taxes, even 
though they might be a little higher than in such a period o defla¬ 
tion, will be lower per production unit. The same app "-s. 
very much higher degree, to the pressure per production unit 

by the stationary overhead expenses. t i, c 

Below follows a schematic representation from which app or the 

great influence exerted by a rise, or fall as the case may be n ii n 

over on the profit figures and this as the result of the overhead cx 

penses remaining stationary. 1 ) 

fio, 

no 
100 ' 



TURNOVER 

PROFIT 


TOTAL COST 
o* 

PRODUCTION 

UhCL. MMCHUO 


OVERHEAD 

charges 


200 


300 


400 


soo coo 


jqo ooo 


too 

Alf thTspeaks very clearly, also from the reproduction of figures 
below borrowed from the data of one of the biggest American 
car companies, the General Mortors Corporation. 

*) Taken from „Quo Vadis?” brochure part II. 
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PROFIT FIGURES IN MILLION DOLLARS 




net income available 

Year 

Net sales 

for dividend 

1924 

568 

51 

1925 

734 

116 

1926 

1058 

186 

1927 

1269 

235 

1928 

1459 

276 

1929 

1504 

248 

1930 

983 

151 

1931 

SOS 

96 

1932 

432 

0.164 

1933 

569 

83 

1934 

862 

94 

1935 

1155 

167 

1936 

1439 

238 

3rd 1937) 

375 

44.481 

quarter 1938) 

171 

5.397 


After all, these figures speak volumes, and confirm everything that 
I have said with respect to the overhead expenses of the concern, viz. 

1st that when the turnover is slight, the profits are swallowed up 
by the “overhead expenses” which remain stationary. 

2nd that when the turnover rises, in which case the "overhead expen¬ 
ses” also remain stationary, the profits rise by leaps and bounds, 
because on the extra turnover the "overhead expenses’’ no more 
exert pressure per production unit, and consequently become pro¬ 
fit too. 

One might better say, that, as the turnover rises, the pressure per 
production unit exerted by the overhead expenses of the con¬ 
cern. becomes less. 

Just look in the above table at 1932, the worst year, with a turn¬ 
over of $ 432 millions and practically no profit, whereas in 1936, 
when the turnover was a good three times as great, again very high 
profits were made. 

This is most striking in the third quarters of the years 1937 and 
193S respectively. 



the advantages attached to a rising turnover 

In 1938 (3rd quarter) a turnover of $ 171 millions and $ 5.397 mil- 

t SS?i Httle more than *e <J*5 mdUon) and 

a profit of $ 44.481 million -^covering 

The statement produced below, of this sa ? y shows this , 

Ure third quarters respectively of 193t and^ M ^ ^ 

but especially clearly confirme y , the over head ex- 

“overhead expenses” on the profit figur , higher 

penses “depreciation” when the turnover « lower (1938) 8 

than when the turnover was twice as much.J • whcn the 

At the same time it appears from these f gu es.ma ^ ^ 

turnover is double, four times as muc ' S j rht f, m es as much 

that the net profit earned was even more than eight ^ 

as that earned in the third quarter o t e pre » taxes which 
All this without taking into consideration ‘ with the 

will be yielded by those, connected directly o> indirect y 


concern. 


* * 
* 


There are tens, nay hundreds of examples though Acy hc^of smal¬ 
ler concerns, like the one brought forward here 

greatest world concerns. . • the bad periods 

The American Railways give the same pi ’ es cven to such 

the profits are swallowed up by the over eac become better, 

an extent, that there are losses, and only when times 

thus when the turnover (traffic) becomes c r , phenomenon 

Moreover, every acting manager (producer) knows tha ^ ^ ^ 

all too well from his own concern, con q , , j t t j ver y 

per.ence, and so one should be all tl ^ tum(jver and the very 
serious disadvantages attached to a / cr , have not been 

great advantages attached to a rise in ^ ^ tur never has 

realized in good time, and that there ore . in t i nics of 

not been acknowledged to be the only saving Y 

cns,s - . r deflation in those crisis years, 

So instead of pursuing a policy of . e a c difficulties 

which was naturally entirely wrong the so utmn of dae d ^ 

should just have been looked for in the direction of an 
turnover. 
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Now that way was already pointed out by me in 1938 in the al¬ 
ready mentioned „Quo Vadis? M brochure. 

GENERAL-MOTORS CORP. 


Net sales . 

1938 

171.808.309 

1937 

375.510.034 

Gross profits . 

Allowance for depreciation . 

22.113.223 

1 1.775.875 

62.176.450 

10.725.354 

Balance 

10.337.348 

51.451.096 

Undivided profit subsidiary com¬ 
panies and/or loss . 

2.221.862 

5.240.270 

Profit . 

Pension fund . 

8.115.486 

138.6S2 

56.691.366 

2.761.120 

Taxes . 

7.976.804 

2.579.000 

53.930.237 

9.449.000 

Net profits . 

5.397.804 

44.481.237i 


Wallstreet Journal Oct. 1938. 











CHAPTER XII 


multiplicity of the money 

CIRCULATION 


Up till now, it has been too little realized, that 
the production process not only directly causes _>) a multiplicityof 
the circulation of money, but that the indirect c.rculatton o money 
brought about by it, is still much greater, and also its muUl P 1,c > 
is much greater in consequence. This will become very clear from 

th short tim^bdfore this war, the Management of one of our great 
Steamship Companies showed a film, which illustrated the construe- 

tion of its newest ship in all its stages. 

In it is shown most clearly, how many industries, which apparen y 

have nothing to do with shipbuilding receive great ° rdc ", a "“ 
consequently have much work for their workmen to do, t'htle the 
casual observer is not aware of the. connection between those in- 

dustries and shipbuilding. 

First was shown us in the first part of the film, among othei th.n D s 
the laying down of the keel, and from that moment onwards the 
gradual growth of the hull, and also of the measures to be taken 
for placing of the tremendous machine installations which were built 

by works especially fitted up for that purpose, in the hulk 

If I might make an observation here, then it would be that the 
‘ value of the film would have been still greatly enhanced cci- 
tainly for the purpose for which this chapter is written - if this had 
already begun with the mining industry, even by the sinking of the 
shaft as the very beginning of the production process, then te ur 
naces the iron works with the rolling of the iron, further the obtaining 
o the fuel (coal, oil), and then ail the various transport concerns 
_ steamships, railway, and motor vehicles conveying the ores 
and the semi-manufactured and the finished products, up to 
moment that they are in possession of the shipbuilding 

In the same way, we can follow the forest industry and see the 

5s5b 3ss.na »suss® jsft 

£ about See times the value (retail price) of the product. 
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wood cutters at work, the transport of the trunks, often independently 
floating down the rivers, the saw-mills, the transport of the timber 
finally to arrive at the timber-works. 

But now 1 have already wandered into the second part of the film 
which begins, after we have seen the huge hull gliding calmly and 
surely into the water. 


Industries connected with ship-building. 

Then, however, comes a long series of industrial enterprises all 
actively employed in executing the various orders of the ship¬ 
building company, in consequence of which it will be possible to de¬ 
liver a ship to the steamship company, quite complete with inventory 
and all. 

And then we see, in a long row, the factories where the tremendous 
motors, electric and otherwise, arc made, which will drive the ship 
across the seas, the cable-factories where the numerous kilometres 
of electric cable of various thicknesses are made, the timberworks 
which make masses of doors and wainscots according to the most 
modern methods. 

After that, it is the turn of the factories in which strenuous work 
must be done to complete the inventory of the ship. So we see car¬ 
pets being made for the various drawing-rooms, the little mats for 
the cabins, the floor covering for the corridors and doorways, the stair- 
carpets for the stair-cases, then the china and earthenware, the knives 
and the forks, the former of which we see being forged under the 
modern steam-hammers, we see enormous quantities of linen pro¬ 
duced by the looms, and in a furniture factory the fittings for the va¬ 
rious drawing-rooms and the furnitue for the cabins being got ready. 

For an hour at a stretch, we see on the film one industry after 
the other and we arc struck by the sight of those thousands of people, 


who have to work for years to deliver that finished ship weighing 


18 million K.G. This gives us a clear idea of what a tremendous 


power and significance in our community “production” is. 

It can never be realized better than by seeing that film, to what 
an extent it is the community, which, during the period of produc¬ 
tion and distribution of the products, and certainly of such extensive 
products as ships which necessitate such intensive labour, reaps the 
great advantages in the form of great circulation of money, of the 


52 



MULTIPLICITY OF THE MONEY CIRCULATION. 

creation of purchasing-power accruing from it, and, what is most 
important of all, the creation of “work' ! 

Multiple circulation of money. 

By means of this example, the building of a great sea-castle, I \w 

here show, that production in general, and very particularly the con 

struction of such great pieces of work as a sh.p worth many mdhons 

of guilders, brings about a considerable circulation of of 

consequent creation of purchasing-power, n 1 1 extent and 

money, of which it has repeatedly appeared to me that its exten an 

multiplicity is highly under-estimated and with it its tremendous 

portance for our entire economic society. 

r he underestimating , or rattier the not rcahzuig, or, al lcast I 

ficiently realizing the extent of that circulation is one of t I P 
reasons that no one has yet succeeded in finding i 
solve the crisis problem. 

The Pond. 

I must now request the reader to place himself for a moment on 

the bank of a great pond, on a windless day so that 1 1 

water is as smooth as a mill-pond. , , n f D0IK i, 

If we now take a stone, and throw it into the middleohe pond, 

we shall see it disappear with a splash. The wa ci sp ^ ( jj s _ 

then a circle of ripples forms round the spot NV lcrc u ^bdi, 

appeared. At first it is a small circle, but the wa er rou ° n j 

and in continually widening circles we see moic cue c 

the first, and if we were to use a gauge, we should not only 

the circle becomes bigger, but also that the bubbl.n 0 

becomes a little less as each new circle is formcc. .• 

The forming of these circles, thus the rippling o ic ^ 

nues almost endlessly, till at last it dies out on t ic s UI ( " CC1 tain 

surface of the water were to be limitless, it is lruc ia ,. Wlt h 

moment it would no longer be possible to obscive t a rip « 

the naked eye, but all the same it would be th c, £* an deter- 

self further regularly. Very likely, it would only be possible to 

mine this fact with very delicate gauges. wireless- 

It is the same with the rippling of the water as with the 
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waves in the air. In wider and wider circles, further and further they 
spread, almost infinitely. 

Now this example of the continous spreading of the formation of 
circles on the ripple-less surface of that pond is the correct image 
of the “circulation of money” in our economic organization, caused 
by the “production” and the “distribution” of the product. 

Naturally the circulation of money occurs daily, and is endless. 
Every human being, it does not matter Whether he lives in prosperous 
or in distressed circumstances, must eat, drink, dress, needs a roof 
over his head, and can afford to spend money on pleasures and luxury, 
according to the size of his purse. 

All this causes circulation of money. 

But as a result of the fact that a considerable part of our production 
apparatus was at a standstill before the war, — we already know of 
America, that till shortly before the war the steel industry was only 
working at half capacity, so that the other half was unutilized produc¬ 
tion capacity, — and we know too that in the world before the war 
there were still 15 million unemployed, 1 ) which also meant unutilized 
production possibilities — the circulation of money before 1940 was 
naturally considerably smaller than it might have been. 

If all these production possibilities had been utilized the circulation 
of money would have been considerably larger, much quicker, and 
consequently the “purchasing-power” would have been greater too. 

We shall now show the circulation of money in its multiplicity, 
taking as our example an important work of construction similar to the 
one we mentioned in the beginning of this article, the building of a 
steamship. 

/ he building of the s.s. “Kieuxu Amsterdam”. 

As what is written here will be destined not only for the Dutch 
reader, but sooner or later also for America, I shall mention in my 
example a steamship that at the time occupied a special place as a 
Dutch product in the hearts of the Americans, and that is the s.s. 
“Nieuw Amsterdam”. 

The cost of building the ship was stated to me at the time as from 
——— ^ r ? m *be many millions that were only partly employed. 
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14 to 15 million guilders, but as for the following description it mat¬ 
ters little whether it was half a million more or less, I shall, for the 
sake of convenience, keep to the round figures of 15 million guilders, 
and shall ignore the fact whether this is in agreement with the exact 

figures or not. . , 

In the first part of this chapter, I have already described how the 

building of such a ship occurs, and the cost price of that ship ot 

15 millions is consequently the result of the services rendered > 

the various concerns with their staffs to deliver that ship including 

the whole inventory ultimately ready for use, and to get it ready 

to start on its voyage. 

The reader probably already knows from the “Quo \ adis. bro¬ 
chure my theorem that the price of a product is made up of cost¬ 
less raw materials, l ) plus the “remuneration’ of all possible services 
— e.g. labour — rendered during the period of production and distri¬ 
bution. And so, too, the whole 15 millions which were spent on the 
building of the s.s. “Nieuw Amsterdam’' is the sum of raw mate¬ 
rials which cost nothing plus, as alread stated, the remuneration of all 
those services rendered, to a sum total of 15 million guilders. 


Where the circulation of the money commences. 

The remuneration of all those services to be rendered, began, as far 
as the s.s. “Nieuw Amsterdam” is concerned, in the digging of the ore 
out of the iron mines, and there is included in the price of the ore even 
a part of the construction of the whole installation of the mine, and 
that in the form of a writing off of a certain percentage for depre¬ 
ciation. 

And so all the actions and services further necessary for getting 
that ship ultimately quite ready, are parts of that 15 million guilders. 
I have somtimes been asked, whether expenses which also occur du¬ 
ring the building, such as insurance for instance, can be reduced to 
pure rendering of services. My answer is, without any doubt, in the 
affirmative, for with the insurance money are paid, the management 
and staff of the insurance office, and the intermediary person who 
concluded the insurance. All the expenses of that concern are pan 


3 ) In the crust of the earth God has given mankind minerals 
whilst the fertile surface of the earth also brings foith agrarian 
great abundance — all quite gratuitous. 


ad libitum, 
products in 
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with it, the profits are paid out of the insurance money J ) while the 
difference between the total of the profits and the expenses, and the 
total amount of the insurance premiums is, of course, intended for the 
repair of the damage suffered, if not on board the s.s. „Nieuw Am¬ 
sterdam”, then for damage done to other insured objects, the repair 
of which is also another service to be rendered. So is appears from 
all this, that insurance too is decidedly: compensation for services 
rendered. 

While already in the film mentioned it clearly appeared how many 
concerns and numerous other factories have had to co-operate to 
deliver a ship complete with a full inventory such as, cable, motor, 
linen, earthenware, it is still desirable that I should draw attention to 
the fact that still very, very many more industries, both at home and 
abroad, have co-operated in supplying the material, so rendering ser¬ 
vices, as a result of which the ship could finally be delivered, complete. 
For the supplier of the carpets, for instance, requires wool to make 
them, and that wool has first come from the wool merchant, and he 
probably has obtained it from Australia, so that shipping concerns 
have been necessary to convey the wool from Australia to our coun¬ 
try, where the dye works have had to supply the dye to colour the 
wool, while at the beginning of the process the wool merchant in 
Australia has had to obtain this wool from the farmers, herders, and 
shearers who have had to shear, thus harvest, the wool from the ori¬ 
ginal producer, the sheep. 

Here I only mention one example, that of the carpet-manufacturer, 
but we could check the career from the very origin, piece for piece: 
how an electric cable is made, how knives and forks find their origin 
in the iron mines and the furnaces, the career of china and earthen¬ 
ware, and of all those products which constitute the ship with its 
inventory. 

At any rate, from all this can be seen, that in the building of such 
a ship, verily not only the shipbuilding company is benefitted, but 
hundreds of concerns at home and abroad. 

Here 1 must remind the reader, that I already wrote in the “Quo 
Vadis? ’-brochure, that in the future, products and raw materials 
which are not manufactured or not found in one’s own country, will 
have to be obtained from abroad exclusively through “barter” of 

-) That is the compensation for borrowed money (working capital). 
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products, each country, and so the Netherlands too. having to 
possess raw materials and products, for foreign raw materials 
keep its payingbalance in equ.librium. It goes without saying, that 
for that purpose we can render services to the foreign countries too. 

From this it follows, that the value of the products or raw materials 
to be imported from abroad for the building of that ship may also 
be counted, as if they were Dutch raw materials or Dutch products 
so that the building of the “Nieuw Amsterdam of the value of 15 
million guilders, already during the building would cause a circula¬ 
tion of money in The Netherlands alone of the whole of the cost ot 
the building, consequently of 15 million guilders. 

Now: the multiple circulation of money. 

That is the first time that this amount of 15 million guilders has 
been put into circulation, but I shall show, however, that this same 
amount of 15 million guilders circulates still many more tunes.^ 

Already I have written in this article, that everyone needs "provi¬ 
sions”, and objects of daily use, for the sake of brevity I will call it 
"bread” here, then he needs clothing, housing, and further luxuries, 
the latter is summarized under the word „luxury . It makes no diffe¬ 
rence whether it is a manager of a shipbuilding company, or a shaie- 
holder in that company, whether a manager of a cable factory or a 
carpet factory or a simple rivettcr or the engineer in a carpet factory: 
they all need: bread, clothing, housing, and each will gladly spend 

some of the money he earns on luxury. 

Now all those thousands and tens of thousands of workers, who 
have constructed that steamship, will have to buy with that sum total 
of 15 million guilders: bread, clothing, housing and luxury. And they 
all go with that money to the baker, the butcher, the tailor and the 
landlord, and probably to the "pictures” or to shops, where ornaments 

or other articles of luxury are sold. 

Now, at the end of the week the baker must pay his servants, and 
the tailor too. And the landlord cannot let his house before it has 
been built by the contractor, who in his turn employed the mason, the 
hodman, the carpenter and many other workmen employed in the 
building trade. 

And so we see the second circulation of the whole amount of 15 
million guilders, as it is taken to the baker, the butcher, the land- 


57 



NEW WORLD ECONOMY 


lord and the “pictures”. And we see the third circulation when the 
baker and the tailor pay their workmen, the landlord has 'his house 
built, and the man who exploits the “pictures”, at the end of the week 
hires the films for the new week. 

The fourth circulation takes place, when the bakers man and the 
workmen of the tailor in their turn, with their wages in their hands, 
must go and buy bread for their families, and pay their rent, and 
buy clothes for themselves and their wives and children. The same 
occurs with the carpenter, the hodman and the mason, who with their 
weekly wages must provide for their own support, and then there is 
the hirer of films, who also has to pay his office-staff, who in their 
turn must provide for their subsistence. 


As in the ftond. 

And so, reader, we see that this money continues to circulate just 
as endlessly as the ripples on the surface of that pond. 

Continuously new circles, continuously new circulation, but in wider 
and wider circles a wider and wider circulation, so wide even that 
ultimately it includes our entire economic society, and does not pass 
over one single member. 

For do not let us forget, that the baker must not only pay his men, 
but also the man who supplies him with meal and that that supplier 
of meal in his turn pays the miller, and the miller receives the grain 
from the farmer, perhaps through the medium of a wholesaledealer, 
and that the transport industry has repeatedly played a role in getting 
the grain from the land to the miller and from the miller to the corn- 


dealer and thence again to the baker. 

And, that after all. the farmer requires agricultural implements and 
that these too must be conveyed, so that the dealer in furtilizers ulti¬ 
mately has helped to get the “Nieuw Amsterdam” ready for sea. 

1 lie tailor in his turn does not only have to pay his workman but 
also the man who supplies him with cloth, and the latter has to pay 
the weaving mill and the thread factory, and finally the latter, just 
like the man who supplies the carpets, comes to the shearer in Austra¬ 
lia. while in that process too, transport has repeatedly rendered its 


services. 


Reader, it will certainly not be necessary further to sum up for you 
all those links in our economic lile. which arc all indcspensable, which 



multiplicity of the money circulation. 

all, again and again, mean a new " f ‘ hc 

circuses till it £*Ur. .'he w„„d- 

namely the m.„ cr the f • ^ ^ ^ for thosc people 

chopper, ad lib. ana e\cu i in their turn require 

who find the raw materials in then ong. 1 ■ circulation of the 

bread, elothing, housing and lnxur.es, so that 

money proceeds again. clear proo f here, that a 

It seems to me, that I have B a$ accep t e d by me in the 

triple or quadruple circulation o low . and ,hat even the 

"Quo Vadis?"-brochure, is much and mr ^ .. Rcstorat ion 

six to sevenfold, which calculated much too low. 
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about 100 million guilders. P robab > is so manifold, and 

Now the proof that this circulation » momY uentl> . 

that the rising in purchas.ng-powei resu p Qr if t |, a t circulation 

just as important, is S ,ven ( WQuld ncvC r be possible that a 
of money was not so man. . ^ Netherlands) in the boom period 

national income (for mstance in whereas during the low 

(1929) amounted to 4.367 nr.lbard gu. ders^ wh , hat at 

conjuncture (1935) it was not h.ghe than 2-«* morc than 

the culminating point 1929 .t was 1.. m.ll.ards 

in the low conjuncture 1035. • u crisis yca r 1038 

And America ~ 

the national income there uics 0 f war, while later on 

the orders from Europe for the necess work in 

American hersdf^Jof money and a great 

creation o'"/ purchasing-power. Through th^ mi 

in 1939 to 70 milliard dollars, in l 40 4 dollars, while in 

ss,"-- -.- *- 

in 1038. 

7 He difference between periods of slump and periods of boom 
But here I must repeat the very important fact that everybody 
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whether there is a slump or a boom, must always be fed, clothed and 
housed, and, if possible, also spend money on luxuries, with the result 
that in periods of depression, too, a gTeat circulation of money takes 
place. 

But as soon as one can speak of a boom , this consequently means 
quicker and so extra circulation of money, as a result of which, people 
can feed themselves better , can dress belter, while, too, on the whole 
something better in housing will be possible. A great part of the extra 
expenses will, however, often be in the field of better pleasures, so 
more luxury. On the whole, in periods of boom, it goes without saying 
that "Art” too, will share in the great profits. 

All our economic life will profit from such a boom, for just ask 
the baker, the butcher, the grocer, the pastry cook, the sweet shop, 
the manager of the picture house, whether he can notice the diffe¬ 
rence between a period of prosperity, and one of depression. And the 
tailor and the contractor know all too well the difference, and the 
latter will prefer to build for a principal who has a full purse. 

So it is easy to understand, that the “prosperity” already begins 
soon after that extra circulation of money, resulting from increa¬ 
sing production and a better utilizing of our production machine, 
commences. 


Farther advantages. 

I.verybody will certainly now clearly realize from what has prece¬ 
ded, of what tremendous importance it is for a country like The 
Netherlands whether an object such as a steamship like the “Nieuw 
Amstctdam is built in our Dutch shipyards, or that we have such 
a ship built abroad for a slightly lower price, and ourselves have 
unemployed, hanging about doing nothing. It is true, that at the end of 
the week, they get a meagre dole for themselves and their families, 
nit it would be a great deal better, if they were productive again, 
lor, from this, too, comes much more circulation of money than from 
t ie dnk which the state pays them, not considering the disadvantages 
uf the growth of the national debt, which accompanies it. 

t is ias\ to understand, that the building of such a great ship in 
a utc 1 ship)aid results in a considerable increase in turnover in 
many Dutch industries. We have already been able to see in the pre¬ 
vious chapter how great the advantages attached to it are. 
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MULTIPLICITY OF THE MONEY CIRCULATION. 

In conclusion, it appears from everything, to what a great extent a 
multiple circulation of money is brought about by the process of pro¬ 
duction, but also it will now be clear to the reader that this is an ex¬ 
tremely important and very favourable economic factor, which may 

not be ignored. 

* * 

* 

These last two chapters, entitled 

“The advantages attached to a rising turnover" 

and 

“Multiplicity of the circulation of money" 

point in the same direction, namely, that the means for the com¬ 
batting or the prevention of crisis and mass unemployment must never 
be looked for in the direction of decrease of the production possi¬ 
bility, but always in its increase. 

It has just been the great mistake of the leaders of many demo¬ 
cratic countries during the crisis years — especially in The Nether¬ 
lands this very serious mistake has been made that they a\ e 
thought that they had to look for the correct means for combatting the 
crisis in “deflation", or in other words in entrenchment to the limit. 
Such a deflation naturally results in a considerable reduction ot the 
absorption of the products, and with it, just as great a reduction in 
production-possibility. And this, in a world sick to suffocation in 
a superfluity of unsold products, is of course, simply putting the cart 

before the horse. 

Only the fact that, at bottom, The Netherlands is a thoroughly 

healthy country, with a moderate, even calm population, has prevented 

this wrong policy from developing into a catastrophe. 

* * 

♦ 

The great importance of what has been written in the two last 
chapters, will soon appear to the reader. For such important pro¬ 
blems, as 

a) The conflict between capital and labour; 

b) The prevention of crisis and mass unemployment; 
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c) The question whether capital export (the loaning of great sums 
of money abroad) is economically justified or not, and also, 

d) whether or not it is of advantage to the winners of a war to 
make the vanquished enemy pay a great war indemnity, and 
to make him repair the damage done by himself, ' 

will only be solved by seriously taking these factors into conside¬ 
ration. 
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CHAPTER XIII 


announcement 


Before describing and further elucidating in the following chap ers 
the plans which will lead to the building up of a new and better 
Europe, even of an entirely new and better world, >t will be desirable 
first to suggest a good solution for some difficult.es, which might be 
considered ..hindrances” in the building up of a new and better 

world, namely: 

The recovery of our economic organism, and further: 

The liquidation of the very high war-debts, and 
The repair of the war damage. 

Now these three problems will be treated first in the followin 
chapters. 
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CHAPTER XIV 


RECOVERY OF OUR ECONOMIC 

ORGANISM 


U ndoubtedly the mass destruction which has oc¬ 
curred both on land and on the water, by gun-fire, conflagration, air¬ 
bombing or by the torpedoing of ships has given rise to the impres¬ 
sion, that this time it will be long before the economic organism will 
again be able to function normally. 

The transport of raw materials is carried out chiefly by ships, and 
of those many millions of tons have been destroyed. Numerous facto¬ 
ries have been laid in ruins, and a considerable proportion of the means 
of transport by land — railway trains, motor-cars, etc. have been de¬ 
stroyed by violence of war. 

The poverty complex which raises its head anew after each war 
finds new material in all this. 

As to the damage inflicted itself, if we leave out of consideration 
the irremediable, deeply regretted loss of life, of art-treasures and of 
buildings of architectural value, of course recognizing all this as the 
irremediable disadvantage of war, than all the rest that has been 
destroyed, such as dwelling houses, farms, factories, machines, ships, 
railway carriages and trucks, locomotives and motor-cars, looked at 
from a purely economic point of view, has been nothing else but the 
destruction of pieces of accumulated work, formerly carried out. We 
may regret this very much and it may have caused a great loss of 
capital, to which reference will again be made later on, but we shall 
act wisely if we do not take it too tragically, as we shall immediately 
demonstrate. 

Danger of overestimating the duration of the period of restoration. 

We must even take care not to overestimate the production- 
possibility which this work of repair will bring with it. Certainly, de¬ 
stroyed. or badly damaged towns and villages, which are to be found 
in abundance in Germany, England, France, Italy, Hungary, Russia 
anti Poland, and in our country too, will require many years for 
re-building. But, as far as the remaining work of repair is concerned, 
this will be completed sooner than is generally accepted. 
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There is a danger that, in the conviction that for many years there 
will be plenty of work, timely measures will not be taken to P ,e ' e 
TnZ economic depression, should the work of restoration be actually 
completed earlier, probably much earlier than is expected. 

What those measures to be taken should be. we shall presen . 

go into further in the chapter entitled: 

“Prevention of crisis and mass-unemployment . x 

It is desirable to point out, that after the last war, in France the most 
heavily hit country, only 4 % of the soil was devastated, and this Jo 
could soon be cultivated again, after having been cleared 

'T»l gfound in Europe, intended ,or 
breeding — not including European Russia — that h. 

sriw rxr r ir 

s »«•>»« 

of the general subjects, to which we shall immediately return. 

Tonnage. . 

We have already written about it, thereof is more than sufficient 

vZ soon America will have even too much tonnage. It goes without 
V - y f fnr the time being the Far East will require much of it. 

the’1 European tonnage, in English shipyards and in those 
of the continent very soon many ships will be built, so that the 
loss till be made good within short, probably sooner than is general y 

an After tC the last war, the lost tonnage was also quickly replace^ 
Already soon after that war, the newly built American shipyards had 
to be closed down, while in 1919 the Dutch tonnage had again reached 
the level of 1914. The world tonnage in 1924 was even cons. cia> y 

gr Of tC s r ome a rat materials so much was supplied in 1919. that already 
in 1920 the supply had to be considerably reduced. 


* * 
* 


Now the war is over, in the beginning it is inevitable for the state 
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to regulate the supplies, if only this control is not continued one day 
longer than is absolutely necessary. 

Our economic organism is accustomed to and arranged to help it¬ 
self. The manufacturers have for years made use of commission agents 
as links with their foreign suppliers. There are the shipping companies 
to carry the goods bought, and the warehouse men to assimilate them 
in the country of export as well as in that of import and, in the port 
of arrival, to deliver them to the buyer. All this is done with a mini¬ 
mum of trouble, and so with a minimum of documents. 

With the state as “leader”, all this takes ten times as much time and 
trouble, and ten times as many documents are necessary, not to men¬ 
tion the annoyance on the side of the industrialist and the ignorance 
and red-tapeism on the side of the officials and/or the regulating 
authorities. 

The Board of the N.O.T., which institute did such good work in the 
last war, at that time realized this very clearly and correctly and so 
withdrew as soon as this was at all possible, and left it to our 
economic organism to help itself. 

And everything went well, and if no serious blunders in the field of 
economy, resulting in a world crisis, had been committed then, to day 
we should probably have been still free from regulating measures. 

Our production apparatus. 

As to our production apparatus: if we consider the whole produc¬ 
tion apparatus that mankind has at its disposal — taking into account 
what was destroyed in Europe, but also taking into account the exten¬ 
sion which the English production apparatus underwent during the 
war, and especially the tremendous extension which the American 
production apparatus underwent during the same period — we shall 
see that it is rather greater than smaller than it was before the war. 
And, as far as the production apparatus of the European continent 
is concerned, in so far as it has not been destroyed or badly damaged, 
only part of it has worked at full capacity during the war, and that 
pai t was the war industry, and the rest, especially the factories con¬ 
cerned with the food supply have worked rather less than more than 
normally. 

And so there has only been more wear and tear in the war industry. 
But only the revolving parts of machines wear out, and it is not very 
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difficult to repair them. 

For most machines are discarded not because they are worn out to 
the thread, but because they have become quite out of date, and can 
better be replaced by more modern ones. Well, we shall have to wait 

till a few years after the war, before we can do this. 

We know that in Germany and Russia very much has been 
destroyed, but, as far as Russia is concerned, a tremendous industry 
has, in the meanwhile, been set up in Siberia, while it appears from 
radio reports, that there is still a great part of the German produc¬ 
tion apparatus left. That, in accordance with the decisions arrived 
at in Potsdam, a great part of the German production apparatus will 
be transferred, to Russia, and probably another part to other countries 
with damaged factories, is a matter to which we shall refer again 

Pr Of the production apparatus in France, Belgium, England, Scandi¬ 
navia and the Netherlands, comparatively speaking, that in the hr* 
mentioned countries has not suffered so very badly. It is true, the 
Dutch production apparatus, together with the passage across the 
rivers, has suffered badly, so that the transport problem there (for coal 
too) will, for the time being, cause serious difficulties. Furthci. i 
France as well as in the Netherlands, the ports and harbour works have 
been seriously damaged. We shall refer to this again especially m 

the chapter “World Recovery*’. 

The Netherlands, however, is too small a country to have much in¬ 
fluence on the world-production capacity. 

But if, as already said, the total production capacity at the disposal 
of mankind, now that the war is over, is rather greater than sma lcr 
than it was before the war, then - at least in theory - the possibility 
for the nations jointly to live in prosperity has also become grea ^. 
instead of smaller and in that case, what I wrote in my Quo \ ad.s, 
brochure about the last war also holds good for th,s ' var ' 
that, however paradoxical it may sound - this war too g 

, birth to wealth. 

T he transport problem. 

During the first few years, the transport problem will give rise 
to difficulties. Motor-cars and rolling stock have suffered very mu h 
from the violence of war. But we must not forget, that now 
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war is over, they all can be repaired or new ones can be made in 
those factories, where during the war, tanks and cars for military 
purposes have been manufactured. It will be possible to make rolling 
stock quickly enough, in factories where guns and other war materials 
have been manufactured. 

As to the labour problem, we know that shortly before , the war 
there were still about 15 million unemployed in the world. We can 
safely raise that figure by the 7 million unemployed which were in 
Germany just before the coming into power of the Nazi-regime, and 
which were set to work under that regime, either in the war industry 
or on the improving the towns at the cost of the treasury, or were ab¬ 
sorbed in the army as soldiers; in any case relieved of their unem¬ 
ployment in a manner not economically justified. 

We can, therefore, take the sum total of unemployd at 22 million, 
not including the many millions who where not fully employed. 

Now many people have perished in the war, and others have 
become unfit for the production process — here we leave Russia out 
of consideration, — but, roughly estimated, those losses will not 
approximate more than one third, very likely at the most half of 
that 22 million, against which there is a large amount of female 
labour, which, now the war is over, will continue to participate in the 
production process or in the distribution process, so that there need 
be no lack of labour, although, in the beginning, there will be a lack 
of skilled labour. 

Just like after the last war, in the beginning there will be much 
unemployment. 

This time the war has lasted too long and, in consequence, the 
disorganization of our economic organism, at least in many countries 
of the continent, has become too great. All supplies have been 
exhausted, so that it is difficult to get the production apparatus wor- 
king again. I he shortage of coal is especially making itself felt, while 
work shyness that serious evil, is a problem of itself. We shall again 
refer to this, later on. 

But in spite of all these difficulties, it is clear, that also in these 
countries progress is made daily. Trains arc running again, the supply 
of coal is already improving, there are trams again, be it only a few 
(rams a clay in some places, and there is gas and electricity again. 
However the coming winter will still be a very difficult one. 

6S 
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Products of the Far East. 

Although the war in the Far East has now also come to an end 
it will still be some time, perhaps even a long tune, before things 
there have returned somewhat to the normal state of affairs, so that 
the nations of the so-called Western civilization will have to manage, 
for the time being, without the products which the East produces 

The purchasing-power. 

As to the question of the purchasing-power and the money which 
will be necessary to set the producing machine going again, that nee 
not give rise to any anxiety. The work of restoration will chiefly be 
paid for by the State, which will have to borrow part of the neces¬ 
sary money. Now this will again raise the national debt, but, as will 

presently be demonstrated not in an alarming manner 

For the rest, the war years have sufficently proved, that there was 
money enough in the possession of both private persons and of in¬ 
dustry - for the big public loans which were floated were fully sub¬ 
scribed though under a certain pressure - so that, now the " ' 
is over, in the beginning, there will be money enough o set the 
production machine going and to absorb the products r«ult,n 

As to the middle-classes, the wholc-saler and the retailer. most of 
them have earned good money in the war, and so have become finan¬ 
cially stronger, which is much to be rejoiced at. 

But the war has lasted a very long time, and owing to th, fact a 

great part of those extra profits will have been used But it s to 
expected that, now the war is over, there will be still ai middle c as , 
which is financially in a sounder position than before the \ a . ) 

Purchasing-power creates itsdlf. 

Once the production machine has started going, we know - I al¬ 
ready mentioned it at the beginning of this book that every P 
which is turned out creates Us on,n purcbas.ng-po^r so that the 
that there is produced the more purchasing powci 


more 


sufficient even to absorb all the products. 


*) That is unless the 
over. 


treasury taps off all that money, now that the war is 
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Sufficient possibility of production. 

The chief thing is, it must be repeated, that humanity has sufficient 
production-possibility at its disposal; and so — theoretically consi¬ 
dered — nothing need hinder it from building up a new and better 
world, in which lasting prosperity and even permanent peace shall 
reign. 

Man his own obstacle to achieving prosperity. 

Now I say here that there is nothing that need prevent man from 
achieving this, but it will appear in practice that things are different, 
for man stands in his own way of achieving this. 

In my previous dissertation I have taken the world as a whole, 
without taking into account the fact, that man himself has subdivided 
his world into large and small parts and very little parts, which he 
calls continents, and states or kingdoms. 

If one adds to this, that the people of one country are often filled 
with the spirit of envy towards those of another country better off 
than they arc themselves, that they are often on a very hostile 
footing and even filled with hate and an excessive desire for reta¬ 
liation. one finds in this the causes of the misery and the poverty in 
which a great part of the human race lived till shortly before the war, 
and in which it will very likely live now the war is over. 

1 he consequence of allowing our passions to run away with us. 

W e know that after the last war these factors led to an entirely 
wrong peace, at least wrong from an economic standpoint, for at the 
peace oi Versailles the sources ol raw materials, the means of produc¬ 
tion and of transport were divided in such an unpractical way, that 
a sound economic revival here in Europe after the war, was out of 
the question. 

If we still add to this a fabulous burden of debts imposed on the na¬ 
tions of Central Europe, a burden, which nipped in the bud every de¬ 
sire for energetic action, a burden which, as it was proved, was to¬ 
tally unpayable , then we see, that in all those measures taken after 
the war, the economic side of the problems was either simply ignored 
or anxiously avoided (as Prof. Meade would put it) which already 
alter a short time came home to roost, first on the defeated nations, 
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but ten years after Versailles on the victors too, in the world cr.s.s 
which began in the autumn of 1929, and continued for many years 

If now the war is over, people are again driven by feelings of 
hate’and the desire for reprisals, if similar blunders are again com¬ 
mitted, then the same thing will be repeated, by which first ‘he de¬ 
feated nations will be reduced to poverty and misery but which ulti¬ 
mately the victors in this war will not escape and then needless to 
say in the form of a world crisis which will undoubtedly be much 
greater, and so much more catastrophous than the previous one. ) 

On the other hand, if wise action is taken this time, and the strin¬ 
gent laws of nature and economy are respected, if what is just as 
necessary, this time the mentality of the nations and their reactions 
to the peace stipulations are taken into account, then there is nothing 
to prevent mankind from building up a new and better world, in 
which lasting prosperity and peace will reign, coupled with the joy 
of living and happiness, for — it should be repeated: 

the crust of the earth contains minerals in abundance, while coal 
and oil too, as sources of energy, are found in plenty. 

the fertile surface of the earth is more than large enough to yield 
adequate agrarian products, while the swifty flowing water forms 

an extra source of energy. 

the production apparatus which humanity has at its disposal, has 
become even greater in total than it was before the war. 

What has been damaged or destroyed, can be repaired or renewed 
within a few years. Great works, like towns and villages in Germany, 
England, France, Italy, the Netherlands, Poland. Hungary, and 
European Russia, will naturally take longer. 

There will be sufficient labour to serve the whole gigantic produc¬ 
tion machine which we shall have at our disposal, and finally: 

There will also be sufficient money, that aid to production, while 
the "purchasing-power", indispensable for bring,ng all the products 

>) Although these lines were written before the coufeienee in 

decisions arrived at there, do not give r,s ® . conference in Potsdam, 

written above. As already said, we shall return to the conieience 

elsewhere. 
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turned out, to their ultimate possessor, user or consumer, is created 
— redistributed — to an absolutely sufficient extent, as we have 
already seen, during - the process of production and distribution itself. 

We shall only have to distribute, in future, the purchasing-power 
thus to be created, in the correct manner, among all ranks of the 
population, so that no purchasing-power remains unutilized, and that 
there are consequently no unsalable products, but to this we shall come 
back in another chapter. 

Handicapping factors, which all cause difficulties. 

There is still one important point-to which attention should be 
drawn. As it has been described above, everything is rather simple. 
And it would in reality be very simple, if. .. there were not some 
handicapping circumstances. 

For the sub-dividing of our earth, first into continents, then into 
states or into kingdoms and little states, — all that brings difficulties 
with it. 

For every state, whether great or small, has to see to it that its 
balance of payments is always in equilibrium. 

Many countries however are in very great need of import of pro¬ 
ducts and/or raw materials from countries which can easily supply 
them. 

Tliis will be the case with most countries of Europe, for they will 
have to import much for the rebuilding as well as for the replenishing 
of the exhausted stocks, and will do this for instance from America, 
which, with its great wealth of raw materials and its own colossal 
production machine will be able to supply Europe with much. 

The latter the more so, because in America the production machine 
has been very greatly extended owing to the war, and no damage 
has been done to it by the violence of war. 

Ii Europe could not offer enough compensation for such American 
supplies, either in commodities or in the rendering of services, we 
should run the serious risk of running deep into debt with America, 
where we are already deeply in debt through the war — through de¬ 
liveries already made by America, or through services already ren¬ 
dered. during the war. (Lend and Lease Law.) ! ) 

J ).In Jan. 1015 the supplies and/or rendering of services by America to its 
allies represented a sum amounting to a good 36 milliard dollars. In Septem¬ 
ber HMD even 41 milliard dollars. 
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Naturally this incurring of debts to America results in the payment 
of interest and the redemption of the principal. This might lead 
America converting more and more of its European surplus here on 
the various exchanges into European securities. The result would be 
that every year not only we should have to pay interest to America 
and so further disturb the equilibrium of our balance of payment 
with respect to America, but all this might lead to disagreeable con 

seauences for the countries of Europe. • 

So one of the most important problems will be to take care that 

Europe as quickly as possible, recovers to such an extent that ,t w,l 

be able to keep its balance of payment in equilibrium ,n its econom, 

relations with America and other countries, and that in a manne 

eC< wTshali y presently return to the question, how that will be pos- 
sible, in the chapter on “World Recovery . 

7he recovery. 

Although part of the production machine must be set to work on 
the restoration of the war damage, and so will be chie ly in the 
service of the state, this only holds good for a comparatively modest 
part of the production capacity at each country s disposal. Natura ly 
the part will be greater in proportion to the damage done as lor 
example in Germany, Italy, Hungary, Poland and Russia where the 
damage was very great. To a less extent in England, France, Belgium 
and The Netherlands, although of course in our country, as well . 
in England, there is still a great deal of restoration work to be done. 

But there are numerous countries, such as America. Spa . 
tugal, Switzerland, Sweden and Denmark, where little or no wai 
damage has been inflicted, and so, where the whole production 
machine can immediately be set to work either for their own purposes 
of peace, or for supplies to countries where there is much be 

St Naturally, in every country, the whole food supply, and so the 

food stuffs industry, as soon as there is a sufficient 
materials, will have to be set going as completely as possible. The 
there are a great number of industries, for instance the textile-,ndust.y 
and those Which make articles of utility ranging from small to very 
large', such as motor cars, and further the industries, or branches of 
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industry, which produce capital goods, which all will have to be set 
to work at full capacity, as soon as possible. 

The fine thing about our society is, that everyone has his task and 
does it, that there are various organizations, which have grown of 
themselves, and that they, as well as all individual workers will, of 
course, try to resume normal work again, as soon as possible. The 
sooner the natural organism functions again, without the retarding 
interference of the state (planned economy) the better. 

We shall return to the repair of the war damage in one of the fol¬ 
lowing chapters. 

But the aim of this chapter was, to show the reader that the re¬ 
covery of our economic organism need not bring insurpassable diffi¬ 
culties, provided we follow the wise, and so correct way in doing it. 

Yet we shall come back also to this very important problem of 
recovery in part III, in the chapter “World Recovery”. 

In part IV the necessary attention will be paid to that very serious 
evil “workshyncss”. 
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CHAPTER XV 


NATION AL DEBTS 


In order to arrive at a manner of clearing off 
the national debts, which have risen to an abnormal height owing 
to the war, in a socially and economically justified way, we shall have 
to follow a different path from that which we have hitherto followed. 
So far, every year great sums were levied in taxes for interest and 

the amortization of the national debts: 

a) on private persons (the better off) chiefly in the form of income 
tax and capital tax. 

b) on industrialists ’(industry, wholesale and retail trade) in the 
form of company capital and employer’s tax, or income and 

turnover tax. 


c) on the employees, in the form of wage tax. 1 ) 

As to the total amount of the public debts in the Netherlands, these 
amounted on 1 January 1945 to 12 milliard guilders consisting ot 
5,9 milliard consolidated and 6,1 floating debt. This would require 
yearly a sum of 720 million guilders for interest at 3 A f aml 
redemption at 2^%, a total of 6%. This about corresponds with what 
our total national income amounted to before the war And then 
have not even taken into account the claim of \\ 2 milliard guilder 
on Germany and the fact that there is still much war damage to e 

But now all countries which participated in the war, either directly 
or indirectly, have high national debts. For instance on 1 February 
1945 the national debt in America already amounted to 240 milliard 

dollars, and in England to about 22 milliard pounds. 

Once more, we shall have to look for other methods foi cleat ing 

off such debts. 

But in order to find these, we should first investigate what natio¬ 
nal debts really are. We shall have to trace their origin, and shall 
also have to determine what economic place they take in our society. 

1 ) Here, for the moment, we shall leave out of consideration indirect taxes - 
with the exception of turnover taxes. 
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To arrive at that, we shall have to take into account the factors 
already mentioned, namely, 

a) “that every product creates its own value in “purchasing-power”. 

b) “that consequently, during the process of production and distri¬ 
bution — wholesale and retail trade — sufficient purchasing- 
power is created to enable every product to reach its destina¬ 
tion, that is its ultimate possessor, user or consumer.” 

c) “that during the process of production and distribution just as 
much “existing” purchasing-power is utilized, as new purcha¬ 
sing-power is created, while, moreover, the product itself is 
the result.” 

How do National debts , and in particular war debts, origyiate? 

If a private person or an undertaking buys something, this happens, 
at any rate ought to happen, with the money, the purchasing-power, 
possessed. 

Now the state does not possess any purchasing-power, does not carry 
on business, and has no industrial enterprises — with few excep¬ 
tions — from which that purchasing-power could originate, and so 
the state is obliged to tap that money — purchasing-power — from 
others, in order to pay the supplies of the state via the treasury. 

In times of crisis, and especially of war, when, generally in 
consequence of the big orders given by the state to the producers, 
public expenses are very high, then the tax moneys which come in 
via the treasury, are anything but adequate to pay for all the supplies 
to the state, or to finance the further public expenses consequent on 
the war. so that then another way has to be followed, the state bor¬ 
rows money. This also happens in peace-time, but then on a much 
smaller scale. 

That, too, is the tapping of money — purchasing-power — from 

those who have money to spare, in compensation for which the state 

gives bonds. They are long-term loans. There are also short-term 

loans, the so-called treasury notes. But we shall restrict our further 

* 

consideration more to those long-term loans, because, in the long run, 
those short-term loans should be consolidated in long-term loans. 
As war-time orders often run into hundreds of millions of guilders 
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— dollars — pounds (or any other currency) every country incurs in 
such abnormal time public debts for amounts ultimatey running into 
milliards — as already mentioned for our country anc issues 

government bonds for that amount. 


Sterile purchasing-power. 

Since, as we already know: 

every product creates its own value in purchasing-power, and as, 

consequently, this will . • 

also be the case with every product, manufactured now the war » 

v over, 

and since also ... . .u 

by all products turned out from now on sufficient purchasing 

power will be created to bring them all to their ultimate destination, j 

there will be consequently no products left to convert in o pi 
presenting the value of the government bonds, which every capitalist 

and every undertaking will hold. f t i 

So the whole value of the public debts, and so, that o ^0 tot 

government bonds, can be utilized as purchasings er, and 

consequently “sterile” or “valueless pure asin 0 power. 

Properly considered it will not be possible to buy even a box of 

matches with all our government bonds together, (an 

we know into several milliard guilders). i; 7e 

It is true, the individual holder of government bonik ca 

one or more of his bonds, and so sell then to someone 

this someone else gives his good money for them, that • to^say h 

active purchasing-power, only to get sterde purchas.ng-power 

exchange. 2 ) 

Floating purchasing-power. (Unusable purchasing-power). 

• It is logical enough that government bonds only rc P r ^ sC,1, '^ , f 
purchasing-power, for all those public loans - it least 
them which has come into existence during the war i 

*) A reserve of •‘purchasinR : power , ’ for th^mak^st^be’careful not 
plies is to be found in practically e%ci> 

to use it for other purposes. ... . “nurchasing power” for great 

’) Government bonds can only be utUixed a* purc *»«^ I 

purchases such as the purchase money of a 
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for a great deal from the so-called floating purchasing-power which 
existed during the war. 

And that floating purchasing-power existed, because during the 
war, people could not buy any products with it. For the production 
of articles of food and articles of utility was very slight during the 
war, because much the greater part of the producing machine was 
producing for the war. 

And those articles of consumption and articles of utility which 
were produced during the war, created their own value in purcha¬ 
sing-power, for which reason all “purchasing-power”, created by war 
products, had to remain unutilized and so became “floating” (un¬ 
usable) purchasing-power. 

And the purchasing-power originating in the remuneration of ser¬ 
vices rendered in connection with the waging of the war, raises the 
total amount of the floating purchasing-power. 

However paradoxical it may sound, under this heading falls the 
pay of the soldiers, which, in most cases, is utilized as purchasing- 
power immediately, at least quickly, and so is put into circulation. 
All the same, this pay increases the total amount of floating purcha¬ 
sing-power, at least in so far as it is utilized for products which are 
really intended for the civilian population. 

Floating purchasing-power arises: 

a) from clearing stocks. 

b) from reducing the account “debtors” through which (the unuti¬ 
lized) cash in trade and industry increases. But part of this can 
be utilized to wipe out the debts, that is to say the account 
“creditors”, partly or entirely. 

c) because the depreciation on capital goods, and the moneys 
which are reserved for that purpose, are not utilized for buying 
new ones to replace those which, in the meantime, have become 
worn-out or out-of-date. 

But the sources of floating purchasing-power, mentioned sub a, b 
and c do not together yield as much as the sources mentioned above, 
viz. tlie production of war necessities, or the rendering of services in 
the waging ot war. 


78 



NATIONAL DEBTS 


A process of destruction. 

Now all those war necessities which were turned out by the pro¬ 
duction machine during the war, (such as heavy guns, tanks, bombs 
grenades) generally disappear from the scene of war again as quickly 

as they appear. They are destroyed. 

When those war products have immediately returned to nothing 
through destruction, also the purchasing-power which they created is 
immediately valueless, as we have seen, that ,s to say that part o 
them that is immediately converted into government bonds, for the 
latter are only camouflage for the purchasing-power which they 

ieality do not represent. . ... . , • 

Part of the floating purchasing-power, however, is utilized dur g 

the war in the so-called “black market”, where it drives the prices up. 

and competes with the sound purchasing-power which was created 

by articles of consumption and articles of utility, and practically 

shuts it out. Through this, the real purchasing-power again become 

"fSTg—and public debts now represent .rile 
purchasing-power, and their existence is only owing to that brutal 
process of destruction that is called war, we must manage to make 
those debts disappear in the same way as they came. So wc must 

destroy them, as it were. .11 r •- 

Now there are various ways of doing this: capital-levy for in¬ 
stance or the reducing to one third, which was practised by Napoleon 
rt,; nrevious century,') is of course the most radical way But 
‘that is the most unfavourable way that could be followed, for by so 
acting in a country overburdened with debts, the citizens and the 
industrialists would be reduced to paupers. How unwise this would 

be will be further indicated later on. 

For even if the government bonds are sterile purchasing-power, 
anv case they can be sold if necessary, in which way sound money 
and consequently active purchasing-power can be obtained from 
others who at a given moment, have money to spare They ca 
bc^given as security, in which way, for instance, the industry is. can 
obtain cash. But in any case, they are interest bearing paper, althoug 

really^the “ in Si ^was ^.so" nnVav^rally° influ^ced , 1 to 
much the same degree. 
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this annual paying of interest by the state is only a shifting of the 
purchasing-power already existing from the pockets (cash) of one 
group of persons into the pockets (cash) of another group, and so a 
shifting which takes place via the treasury. 

It is the same case with the annual redemption of such public debts, 
as was the custom hitherto. For that too is nothing but a shifting of 
purchasing-power through the intermediary of the Exchequer, and so 
via the treasury by which money — the purchasing-power — is tap¬ 
ped from all ranks of society, so from the masses too, to be put into 
the pockets of the holders of government bonds, who are compara¬ 
tively small in number. 


A new and belter method. 

Although those government bonds, and certainly those which were 
issued during the war, must disappear in the same manner as they 
came — so to “nothing”, which is what they really are — neither 
that process of destruction nor that process of disappearing must 
occur suddenly but extremely slowly, so that «ur entire economic 
organism can adapt itself to that destruction, in such a way that it 
is neither dislocated nor disturbed by it. 

Now this can be done by the annual amortization of the principal, 
for instance by 1 c /o, lj^%, 2 c /c or 2 x /¥fo>) 

Consequently the interest each year would have to be paid on a 
principal which had been reduced each year by 1 %, lH %, 2 % 
or 2>•< c /c. 

After 100 years or G(»-/n or 50 or 40 years, as the case might be, 
the whole ot that war-debt would, in this way, have disappeared. 


The economic and the social side of the problem. 

Considered from an economic as well as from a social point of 

, \ ^ - f amortization is far to be preferred to the old 

method of redemption. 

We have already written, that for interest and redemption every 
year amounts will be necessary which correspond to the total state 
revenue. 


') And so, a liquidation, carried out simultaneously, through reduction of 
the printipal of all debentures. 


so 
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As a great portion of the taxes is yielded by the production and 
distribution through the industrialists and their concerns ,t,s but 

natural that such abnormally high taxes as were leW dun»gA« 
war, and may be expected after the war too, should be discounted 

Vhlfdut%^I C r tS so much of the profits was taken from the 
industrialists by taxation, that often only a small percentage remoi, 
for them, is bad enough. If that is so after the war too, then mt a n 
would be paralyzed and the industrialists would even -lose to accept 

risks. Therefore they will have to be allowed a lease P 

But then the high taxes will raise the cost pr.ee of the products 

and with it the cost of living to a great extent, through which of our, 
the ranks of the population with the lowest purchasmg-power, that 

the working class, will be hit most heavily. 

If we add to this, that the tax on wages and paries w 11 have to 

be much higher after the war,*) in order to yield, w, h other Uxcs. 

the tremendous amount for the state capita scr\ ice, 

the working classes, or rather, the classes of employees with the 

purchasing-power, will really be hit twice. , , . p 

But through this, also their "purchasing-power >s doubly hi . ho, 
with salaries and wages at the old level from which higher wage-tax 

would be deducted, the direct purchasing-power o 

becomes less, while if the cost of living should become h gd, he 

purchasing-power of the money which he receives weekly 01 monthly, 

will in turn become less too. 

The production machine must work at full capaci ) 

Now this is in every respect an "^^^f cris" 

will be shown in one of the following c nap c pro duc- 

and mass unemployment,” it is a matter of urgency hat the puulu, 

tion apparatus should set to work at fu cap “' y ' uc ], w Ul be 
So, very much will have to be produced a" 1 very much ^ ^ 

produced. But to prevent another ac ™™ 11 ^ ^ ^ P ^ ^ ^ pr0 - 
it, once again, overproduction, we m 

ducts will find their buyers.-) . jrin(r 

which employees pay was already considerably ra.sed uu ; 

only in the case of countries 
damage to be repaired, that what follo\ 
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Now, as we already know, during the process of production and 
distribution, sufficient purchasing-power is created to bring each 
product to its ultimate destination. But if we doubly reduce the pur¬ 
chasing-power which the masses get at their disposal in the way al¬ 
ready indicated, then the absorption potential of the masses becomes 
too small, and we are again threatened with overproduction. Everyone 
will realize, that again crisis symptoms and even crises themselves 
might arise from this. 1 ) 

If too heavy taxation of a large group of employees and with it 
a great reduction of their purchasing-power is undesirable from an 
economic standpoint, it is not fair either from a “social” point of 
view. For what is the case? 


Capitalists receive more than they pay. 

The money which the state borrows, is, as we have written earlier, 
chiefly provided by capitalists, further by industrialists (corporations) 
and investing institutions. 

It is they, too, who receive the interest, and, in accordance with the 
system hitherto followed, the annual redemption money too. 

So those who have lent money to the state, receive back not only 
the full 100 % of the money lent, but, moreover, the interests which, 
if the loan runs for instance for 40 years and the type of interest is 
oVi %, amounts to another 70 % of the principal. In other words, the 
lenders receive 170 r /c back of the money lent. 

Now those who provide that money, have to bring in more, and 
that is owing to very extraordinary circumstances. For the production 
process — that is the industry — yields, as we know, a great proportion 
of the taxes. Well then, the manufacturer generally supplies his pro¬ 
ducts to the wholesale-trade, and this in its turn to the retail-trade 
— the shop-keeper — who sees to the distribution among the public. 

Since both the wholesale and the retail trade are accustomed to 
calculate their profits proportionally, the former on the purchasing 
price, the latter on the selling price, and the factory price stands, on 


J ) As practice will show, a rise in wages as is generally given nowadays in 
our country too, does not bring about a vise in purchasing power but causes 
the notorious vicious circle. 
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the whole, in the ratio of 60 to 100 to the retail price, the share M 
the production process yields in the taxes is mcreased ,n this was 

fUp ratio of 60 to 100. ,1 

So properly considered, wholesalers and shopkeepers earn on the 

taxes’ which the manufacturer pays. Although the state also recen e, 

riTes of that extra profit, it does not ^er the act that w e.as 

the lenders of the money receive back, in all, only 1/0 / 

money lent, as we have already written, those who have to proude 

the money that is all ranks of our society, and so too the workin,, 

classes (among other things in the higher cost of living , have to brm, 

in much more, certainly about 200%, that it .twice '1he capita^ sum, 

a portion of which remains as extra profit in the pockets of he hoi-. 

saler and the shopkeeper, but to which the masses have to contribute^ 

Seeing that, on the whole, the working classes do not possess enou 

lenders” receive back more in interest and redemption money tha 

p, r ,'xz srst 

the greater ones, will not even ea‘ "^i^ave^risYn. From this 
upon themselves, even should the ‘ 1 , e whic h expe- 

it is very clear, to wha extent it is ch.e ly the p £ ^ 

ricnces the greatest burden from the pay g 
and the paying of the interest on it. 

in P this way become “part of the wealth . 
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Still more striking. 

This will appeal more strongly to the reader, when he takes into 
consideration that the taxes which must be brought in for the clearing 
off of the war debts, and the payment of the interest on them, are 
chiefly "purchasing-power”, obtained by “labour”. And it is just 
the masses, the great group of employees, who have to perform the 
greater part of the "labour”. 

It is chiefly they who have to bear much the greater part of the 
burdens; first of the war itself, and then again of its liquidation. The 
latter for the benefit of the "capital”, which lent the moneys neces¬ 
sary for the war. 

And so considerably to reduce the economic disadvantage already 
mentioned and also that social injustice, I indicated this new me¬ 
thod of paying off crisis and war debts. 1 ) 


Capita] tax, but to be spread over long period. 

For in this way all ranks of society contribute to the paying of 
interest on such war debts, but the amortization of the principal will 
be effected at the expense of those with the greatest capitals, that is 
at the expense of those ranks of society with the greatest purchasing- 
power. namely those who have furnished the state with the money. 

So here too one can speak of capital-tax, but a very mild one, for 
. s yearly, in very small portions, and the total 

levy is spread over a very long period. 

So that, properly considered, this is the only correct method of tack¬ 
ling such war debts, for, as they do not represent any purchasing- 
power, the best thing to do is to let them disappear gradually. 

iSo doubt, from the side of "capital”, people will remark, that it 
is true, that 3 *'2 % interest is received every year, but that at the 
same time, 1 ( /c , 1 *<2 , - c /c or 2}A %, as the case may be, is amor¬ 

tized. so that, after all. one is not so much better off as the result. 

Such a calculation may be theoretically correct, but in practice 
the interest received yearly is "income”, whereas the amortization of 
tile principal is capital-reduction. And it is the income that matters 
as far as the expenses for the necessities of life are concerned. 


u A? d .'f Ut T d ‘T 1(1 ^scribed by mo in "Hot Algemeen Ilnndelsblad” in 
obc ‘ 1.1.1, that is directly after the last war, and later on again on 10/3/40. 
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The " capital” to be newly formed will compensate 
the loss from amortization of the national debt. 

Private persons - capitalists - who still actively participate in 
the economic life, and, of course, industrialists belong: to that cate¬ 
gory too, have, in this way, ample opportunity to make good this 

vearlv loss of capital. ., 

For it is to be expected, that, now the war is over there will be a 

great revival in the business world, and in one of the following chap¬ 
ter we shall even indicate the way in which it will be possible to make 
such prosperity lasting. Well then, every one who takes an active par 
in the economic life, will have ample opportunity to create new capita 
which compensates the loss of capital from that yearly amortization 
of his holding in government bonds. There will even e twy v 
portunity, if there is sufficient prosperity, to retain more capital than 

would be lost in the way mentioned. 

Investing institutions. 

As to the investing institutions, such as for instance life insurance 
companies, they will have to make good the annual loss of capital 
from that amortization of the war debts, which also involves those 

institutions, by raising their premiums. 1 ) 

Those who are entitled to the payment of an annuity will, of course 

receive a little less each time, corresponding to the loss of capi a 
which the insurance company suffers through the amortization of its 

holding in government bonds. . 

That less will not run to very much, when one takes into account, 

that of course such a company's holding in government bonds ,s only 
a portion of its total assets. I refer further to page 89 paragraph 4. 

The managements of such insurance companies would do well to 
realize that as compensation for obligations incurred to pay out claims, 
that is sound purchasing-power, they now have, as a result o e ' ■ 

a considerable cover in government bonds, which, as we ha 
written, only represent sterile purchasing-power, and so have no otl, 
value than interest bearing paper. Since this is an undeniable fact, 
arising from the war, it would not be fair to make all rank , of so- 

') In countries where there has been Irisingund"*V 'this 

war (as for instance in Germany) the obligations arising 

he a d/ have been met by raising the premium by 6 /„ 
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c i ety _ so the people too — contribute in the form of supplying money 
for the redemption. Let those interested in the insurance, do it 

themselves. 

Exceptions possible. 

A system of amortization as here described, makes exceptions 
possible, where the economic position of the holders of government 
bonds make such a line of action desirable. 

This applies in the first instance to all private holders of such 
government bonds, who no longer participate actively in the economic 
life, and so are not in a position to form new capital — for example 
people living on their means, retired tradesmen, etc. 1 ) 

For this category of holders, the stipulation could be made that 
they shall draw, every year, the interest on the full capital of their 
holdings in government bonds, for the further duration of their 
lives, but the excess paid them, shall be refunded out of the legacy 
at their death. 

Probably too, some settlement of interest, on the amount paid in 
excess, will be necessary. For the heirs, such an arrangement will 
make little difference, the most that can happen, will be some diffe¬ 
rence arising from that payment of interest, but this will be of little 

significance. 

The state might further make an exception in favour of people’s 
savingsbanks, but we shall refer to this later on. 

1 he application. 

The application of this amortization system is very simple. 

As already demonstrated, the payment of interest on the national 
debts, and the levying of taxes for that purpose, will continue to 
take place in the same manner. 

And so the difference is simply in the method of redemption, or 
paying off of the debts. For that purpose, I would now propose that 
the pre-war public debts should be kept apart from the specific war- 
debts, and these also from the post-war debts, which will arise from 
the repair of the war-damage. 

With reference to the latter, my advice would be that, after the 

J ) This in its turn will not apply to wealthy people living on their means. 
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war, the state — just because it will be overburdened with debts 
itself — is not too chary in granting recompense for damage causer 
by the war, for, although, under normal circumstances, a strong op¬ 
ponent of the incurring of public debts for non-productive purposes. 
I consider it, for the time being, at least under these abnormal circum¬ 
stances, which will probably not return, desirable to have in this 
way financially sound citizens and industrialists, even, if tins should 
result in the national debts, which are already so high still rising t.» 
some extent. Let us in the first place see to it that, now t e wai is o\ e 
there are not only paupers as citizens in evei> land o\er)iir ene 

with debt. 


The allotment. 

The amount which on 1 January 1945 came under consideration 
the new method of liquidating debts by amortization, amounted ^ '• 
the Netherlands to the already mentioned 12 milliard guile u s - 
about 3 milliard consolidated pre-war debts, leaving a out . mi 
guilders, of which about 6 milliard is iloating debt. 

In the beginning, probably the best thing to do \\i <- 0 a L 

consideration for liquidation by this method, on y ia ° 
floating debt, together with the already conso ic atec t c > 

war years. , .« 

Now the Chancellor of the Exchequer O, just as he did during ■ j 

war with semi-compulsory loans, will allot to all groups o tapi 
that is private persons, industrialists (corporations) in\es ln^, 
tutions - the latter so far as they come into consideration fo, this 
new way of liquidating debts — the share they have to pa> i 

debts. . , . • i; t 

This share for each individual capitalist, as foi caci in< - 

and each investing institution, will be booked in a m 

vernment stock” instituted by the state for that pin pose. 


or to the name of the institution. . , .*i r » 

The amount of this share is owed to the state, ut it can ^ 

by the government bonds issued during the war. one < o b 
a sufficent quantity of such bonds *) the amount can be deposit^ 

in cash, in which case the banking houses cou ( <- ° .‘ 1S t ; on 

necessary, for which they could receive a m°c cs 


') During the war this was done by the ^'security* 

2 ) Other stocks or shares can be given to the sta e 
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For that purpose the banks, in their turn, can give short paper in pay¬ 
ment, so that, properly speaking, nothing has occurred but a conver- , 
sion, a consolidation as the case may be, of the already existing long 
and short debts — which were incurred during the war — into one 
big long debt which will amortize itself. And this will be divided 
among the three groups of our society, capable of paying. 

For industrialists, in those cases in which this appears to be desi¬ 
rable, it will be possible, on terms to be settled later on, to deposit 
as security the claim on the state, which will have been allotted. We 
will refer to this later on. 

Then war loans will be withdrawn in full. And so what is not depos- 
sited with the state in the form of bonds, in settlement of one’s share, 
is immediately fully redeemed by the money which the state has re¬ 
ceived from those who have paid their share in cash. 

If desired, the state can issue new government bonds for those war 
debts. 

In how far these bonds will be negotiable is a technical matter to 
be arranged later on. 

Also the surplus banknotes in circulation can be withdrawn from 
circulation in this manner — by issuing amortizing government bonds 
in their place — where necessary after the deduction of a certain per¬ 
centage of the war-profit made. Then, bona fide holders of bank¬ 
notes will have to be provided with new banknotes. 


Payment of interest. 

And so interest is paid annually on these war bonds or on these 
amounts, if any, which are entered in everbody’s name, or in the 
name of concerns in the Register of Government Stock, which, if 
an entry in the Register of Government Stock is concerned, can be 
paid via the transfer institute, or can be settled by tax-claims on the 
side of the Treasury. 

Now this interest is paid on a capital which becomes 1 %, 13 ^2 #”» 
2 ( /o or 2 I 2 ( ‘ c smaller every year. This percentage will depend on 
whether it is decided to liquidate the war debts in 100 , 66 -/ 3 , 50 or 
40 years. 

0 

With this system, it will be possible for the stale, if desired, to in¬ 
troduce various types of interest, by which those with great capitals, 
or, better, still those with very high incomes, would be allotted a lower 
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type of interest than those with small capitals, or rather. those "‘‘ h 
smaller incomes, so that those with the greatest cap.tals o perhap 
better those with the greatest paying capacity, wouM receive ess 
interest than those with the lowest paying capacity. Of course, this 
Is not absolutely necessary. I only wanted to point out the puss,- 

in interest is pn, into practise this will 
only be possible if all claims on the state run via the Register of Go¬ 
vernment Stock already mentioned, or if the war obligations are ,n 

name of the holder. f • . 

At death or at liquidation, the rights to receive P a y^ nts « f n ' r * 
est of course, pass to the rightful person or persons. For the dea 
duties of course, the value of the claim on the state will have be 
assessed taking into consideration the fact that here one can only 
speak of a rigid to receiving interest on an annually decreasing value. 

, Once again, the exceptions. 

It has already been demonstrated, that with the system of liqui¬ 
dation of war debts, it will be possible to make exceptions, and, that. - 
for this, i.a. all those who no longer take an active part ,n economic 
life - such as people living on their means - come into considerat.om 
But, here, attention must be drawn to the fact that the needs of a na 
after his 65th year become less every year, so that bearing this 
mind, a liquidation of the war debts by amortization need be 

difficulty for those who have reached their 65th year. 

On thl other hand, with respect to any exceptions for '^vesting in¬ 
stitutions it would be possible to require that such institutions take up 
‘ certain quantity of pre-war bonds, wliich do have a normal liqui- 

dation and will continue to do so. 

Most of these institutions will do this of their own accord. 

• 

Without any disturbance. 

The paying off of a debt in the manner described here, can be car¬ 
ried out without any disturbance to economic hie. 

It must especially be remembered, that the loss of great capitals, 
such as are represented in the war debts, has, properly conside.cd 
already taken Jlace during the war. but in this way the loss ,s spread 

over a very long period. 
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Neither need that payment of interest dislocate our economic orga¬ 
nism, if we only take care that there is always work in abundance for 
our production and distribution machine, so that there is plenty of 
money earned and consequently ample taxes are yielded. 

So that the greater the production, the greater the amount earned, 
the greater will be the sum yielded in taxes, with the result that the 
payment of interest on the total national debt can be effected without 
any disturbance to our economic organism. But the more life and 
activity there is in commerce and industry, and so the more there 
is earned, the more new capital will be created, so much so, that it 
will be possible to create considerably more capital than will be lost 
by the annual amortization of the public debts. 

An incorrect comparison. 

After the last war, Professor van Gijn, (professor in Economic 
Science) compared a country that wages war to a family in which 
there is an illness. During the illness large sums had to be expended, 
while the productive work had been at a standstill; consequently re¬ 
serves had been called upon; but the children thought, that, as Father 
no longer had to pay high doctor’s accounts, he could give money 
for more agreeable purposes, after that wretched time; now it could 
be spared, as there were no longer those heavy burdens, and the money 
could be found in the same way as during the illness. 1 ) 

Now, I do not consider this example of Professor van Gijn correct. 

In the family it is generally Father, who provides the income; 
Mother who manages the housekeeping, generally spends most of 
the money, namely for food, clothing, etc. moreover often pays the 
rent and the bills. If there are abnormal expenses in times of illness, 
Father’s income is not sufficient to cover them and so the family runs 
into debt. 

What Father is in the family, the process of production and distri- 
dution is in the community, for that causes most of the tax-money 
to flow into the treasury, whilst the state, which spends money in 
great amounts, fulfils the role of Mother. 

The comparison is correct so far. But when the abnormal expenses 
of the family, or of the state, come to an end owing to the complete 
recovery of the familiy, or to a new peace, then, in the case of the 

1 ) Taken from the Alg. Hantlelsblad of 15 June 1941. 
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family, Father and Mother together must see to the paying olf of the 
debt, the former by working harder and so earning more money, the 
family, father and mother together must see to the paying off of the 

latter by being thrifty in her house-keeping. 

Then, in the state too, the production and distribution machine 
must work harder, so that more tax-moneys can be yielded, and pre¬ 
ferably by running the national housekeeping more thriftily. 

But, in the case of the state, a factor comes into play which is 
unknown in the family, and that is the body of citizens possessing 
much purchasing-power, who have to buy articles of utility and articles 
of consumption, to put it shortly who have to make the money circu¬ 
late”, so that the production and distribution machine — which plays 
the role of father in the family — gets plenty of work to do and 
so works at full capacity, in consequence of which the tax-moneys flow 
into the treasury in such a stream that, apart from the usual public 
expenditure, the meanwhile greatly increased expenditure for the 
capital service, and so the interest on the debts, yes, even the annual 
redemption, can be met. 1 ) 

And so, properly speaking, all who have purchasing-power fulfil in 
the example of Profesor van Gijn, the role of the employer of the 
father of the family. 

If the employer is deprived of a great deal of his capital, and so 
of his purchasing-power, and business is his concern is dull, owing to 
a general state of impoverishment, then he can not give that father 
much work and consequently the father can not earn much money. 

And it is the same in our state and in our society. For if the citiz¬ 
ens were to be deprived of their purchasing-power, for instance by 
capital tax, and private persons and industrialists were to be pauperi¬ 
zed in a state overburdened with debts, not much will come either of 
a sound revival in our economic organism or of a production machine 
working at full capacity, and so nothing would come of a paying off 
of our great war debts nor of the paying of interest, at least in a way 
economically justified. 

That is why the taxation policy which was carried out during the 
war, in which profits made in commerce and industry above a small 
percentage were confiscated — even retro-active till 1940 — was 
so utterly fatal. 


*) Aa was the custom under the old system of redemption of national debts. 
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And so it is desirable to bring to the fore here, that the gTeat 
difference between "a levy on capital and the system described 
in this chapter is this, that in this system, a person who has had 
to give up part of his possession — which is unavoidable after 
a process of mass destruction lasting five years — retains the income 
from it, be it in an amount which becomes somewhat smaller every 

year. This is not the case with a levy on capital. 

* 


Let all this be broadly considered. 

So, if it is necessary in a country overburdened with debt for the 
citizen to possess as much purchasing-power as possible, of course it 
does not mean that there should only be a small group of people with 
very great purchasing-power, whereas the working class the mass¬ 
es _ would only have but little purchasing-power. 

No, it is just the masses who must also possess as much purchasing- 
power as possible, because it is the masses who have the greatest 
product-absorbing capacity. 

So let the “capitalists” consider what is written above broad¬ 
mindedly, and not take a narrow-minded attitude if here is written 
that “capital”, strong in paying and purchasing-power, can better bear 
those war-burdens than the masses with their low purchasing-power. 
And “capital” can bear these burdens in the form of amortization of 
the war debts in the way projected by me, by which the working class 
docs have to contribute to the interest-payments but does not parti¬ 
cipate in the amortization. 

Too long already — a century and longer — has capital taken 
up a narrow-minded attitude towards the labour problem. Much too 
long was the system of paying labour as little as possible and so treat¬ 
ing the workers as meanly as possible believed in and put into prac¬ 
tice. 

We shall show in one of the following chapters what a serious 
mistake this has been. 

There is no greater detriment imaginable for “capital” than a state 
of crisis, and certainly a world crisis, such as we had in the years 
1029—1939, and there is no better way of preventing this than to 
take a more generous attitude towards workers and the working class 
than ui) to now has been the case, as also will be shown immediately. 


Therefore, once more: 



consider what is written here 
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with a broad view and refrain from narrow minded ideas, which. n 
S past repeatedly led to periodic states of crisis, sometimes even very 
„reat crises It is just by a state of permanent boom in economic life 
that "capital" will be most benefitted, and, to achieve that the system 
liquidation of the war debts described here. ,s one of the essen- 

tial factors. 

In conclusion: 

The liquidation of big sums for war debts is a matter which will take 
very many years, at least if it is not done in a manner which dis¬ 
locates economic life. Therefore the method of d '^ 

here must not be judged from the countries of Europe now that it 
only Hew months since the war ended, but the fact that ,n the near 
future the production apparatus there too will be working again, at f 
capacity must be taken into account. Then there will be production 
in abundance, then it will be possible for money to circulate f.ee > 
then it will again be possible to buy copiously. Then, and not bclore, 
will it appear that the war debt problem is not to be solved by exagge¬ 
rated thrift, so not by pauperizing all citizens and ■ndustr.ahsts bu 
iust by letting the money roll as freely as possible as a result 
which, the production apparatus will be able to work at full cap- 

city, and consequently will yield tax money copiously. 

The system of a capital levy is like the act of a man, whoa'though 
thoroughly weakened by a serious illness, yet rushes to the do to 
and the chemist with his few remaining savings to pay them part 
of what he owes them. A sensible doctor will say: you d better keep 
that money to buy strengthening food, and see that you soon gc you 
strength back by nourishing food". Then when you are your old sell 
again, you will have no difficulty in earning your living and will ev en 
be able to put something aside to pay your debt to me and the chemist 

10 /“ever the words of the late President Roosevelt were applicable 
("priming the pump”) it is here.') With the welfare - purchasing- 
power” — which private persons and industrialists still have, wc mus 
set our economic organism, for so far as it is not damaged-), going 

') Unfortunately enough, Roosevelt himself did not apply this “pumppriming" 

Jj we* shall dfscuss in another place, how we shall restore what has been 
damaged. 
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again and by spending lavishly, keep it working at full capacity. 
That, and not capital levy, is the way to get a great stream of taxes 
flowing into the treasury, for capital levy will lead to a dormant 
illness of our economically exhausted society. 

It is further understandable, that the small capitalist (the retired 
business man) who already has been hard hit in his “purchasing- 
power” by the great rise in the index figure, would be still more hit 
if he had also to part with a certain percentage of his entire capital. 1 ) 

And it is just as easy to understand, that every industrialist would 
be greatly handicapped, if he had to part with a large percentage 
of his working capital, owing to a capital levy, while, in consequence 
of the dearer raw materials and higher wages, he will certainly need 

50 % more working capital than before the war. 

* * 

★ 

Now there are none of those objections with the system of self amor¬ 
tizing public bonds as projected here. That after such a war, also 
with this system, every capitalist and every industrialist should be 
hit is unavoidable, but since every depositor receives new bonds to the 
value of the sum deposited, or is entered in the register of Govern¬ 
ment stock, with this system as already mentioned and especially for 
industrialists, a generous use can easily be made of the possibility 
of giving the new claim on the state as security, which can be re¬ 
deemed in the course of the coming year. 1 ) 

Nobody taking an active part in economic life, will experience any 
trouble from it. And so with this system we do not denude ourselves 
of the "welfare” which we still have, but rather utilize it to create lor 
ourselves a sound economic organism, with which it will not be diffi¬ 
cult in the course of the coming years, to liquidate our debts and to 
pay the rent on them. 

But we must never lose sight of the fact, that the whole payment 
of interest made by a “state”, as we have already written, is nothing 
but a transferring of purchasing-power from the pocket or the cash 

’) In the Netherlands a levy of lO'g was taken into consideration for capitals 
above / 1 ."Oliil.—. 

-) Presumable the state will not be willing to accept this sort of bonds as 
guarantee for the full lOU'r, but will require a surplus of say, 10 or 20Vc and 
will even, to a certain extent, select those from whom such bonds will be accep¬ 
ted as surety. Next to (iiis there will also be the possibility of giving other 
additional pledges. 
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of one person into the pocket or the cash of another, so that no pur¬ 
chasing-power” is lost, it only changes hands. 

All this paying of interest by the state need not have the slightest 

bad influence on the total purchasing-power existing in a country, 
provided that it is effected in such a way, that the level of prices is 

not raised by it. , . . , . . 

As we have already written, the liquidation of the war debts is 

nothing but the destruction of something, that, properly speaking no 

longer exists. . 

As so it is only a matter of seeing to it, that the process of liqui¬ 
dation and of transferring is effected in a way that is not disturbing, 
or is the least disturbing, for our society. Well then, to achieve that, 
we must utilize the prosperity which we have, first of all to put our 
economic organism on a sound footing. Then the rest will follow ol 

itself. , , .• 

It is a favourable factor and of a significance not to be underesti¬ 
mated, that every year that passes, the burden of interest be¬ 
comes lighter and lighter, if the system projected here is put into 

practice. 
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ABOUT INCU 
IN TIMES OF 


RRING PUBLIC DEBTS 
PEACE AN D/O R CRISIS 


Further to what was written in the preceding 
chapter, I should like to point out, that, in general, so in peace time 
and certainly in time of crisis, incurring of debts by the state to meet 
expenses for social- economic purposes which are not self-supporting, 
in other words, are not productive, ought to be considered as wrong 

as it can be. . 

Yet numbers of countries have been guilty of this to a serious de¬ 
gree,-especially in the crisis years just before the war, chiefly for 
providing work for the unemployed, and also as a consequence of 
the dole which was then necessary for them. But there were also coun¬ 
tries, and very great ones too, such as America and Germany, where 
in those years the incurring of public debts was the order of the day, 
and they imagined that by doing so, the crisis could be warded off 
and unemployment banished. 

During the rule of President Roosevelt, for example, the national 
debts had already risen in the few years before the war from 21 
milliard dollars in 1932 up to nearly twice the amount, 40.4 milliard 
dollars, in 1939, which was in no small degree the result of his New 
Deal experiments, the so-called “pump-priming system for com¬ 
batting the crisis and unemployment. 

But he did not succeed in achieving his purpose, warding off this 
crisis, for during the years 1935 till shortly before the war, when 
Europe again began to give America its new armament orders, about 
45 —jO </ ( ,,f the production capacity in the steel industry was still 
idle, and there were still from 10—12 million unemployed. Proof 
enough, that all those attempts and all those public debts had com¬ 
pletely failed. 

In Germany too, the state incurred large debts for the improvement 
of towns, the building of new roads, for the manufacture of war 
material, and other work at the expense of the state. At a certain 
moment even a kind of tax-voucher (A & B) was issued there, which 
was only to be looked upon as a kind of “inllation”, also for the pur- 
oose of financing unproductive work at the expense of the state. How- 
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REPARATION OF WAR DAMAGE 


Prom one of the preceding chapters it is clear, 
that the liquidation of the very high war debts will be quite possible 
without any disadvantage whatever accruing to our economic society 
and so the liquidation of those debts need be absolutely no obstacle to 
a sound world recovery. From the contents of one of the preceding 
chapters the conclusion can even be drawn, that the damage inflicted 
(and its reparation) — however serious it may be in some cases —, 
need not be taken too tragically. 

As this reparation of the war damage is an extremely important 
matter, we will repeat once more: 

Everything of material value destroyed by and during the war, is 
nothing but "pieces of accumulated labour, performed in the past”. 

To repair this, to construct it again entirely, or to manufacture it, is, 
as we already know, nothing else but making use of raw materials 
costing nothing, plus energy, which should only be remunerated in 
so far as it is supplied by human beings. 

So that the reparation of the war damage is nothing but a question 
of those raw materials and that "labour”. 

Well then, those raw materials are to be found in abundance in 
their primary state in the crust of the earth, or they can be produced 
ad libitum on the surface of the earth. 

As to the "labour”, there is plenty of that. We even know, that after 
the last war, even in the countries of the victors, there were armies of 
unemployed. 

Now the remuneration for the work to be done in service of the 
process of reparation will, in the first place, be in the form of money, 
which, however, only begins to be of value when it is again converted 
into products — for the necessities of life, for instance food, rent, 
clothing, pleasure etc. 

'The production-machine and import. 

As we know, there are, at least there soon will be, machines enough 
and to spare, to help us in the process of reparation, while the distri- 
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t0 B b ut P evShin g will come right, if only we are patient. We are even 
making progress daily. 
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of reparation all that purchasing-power, then there would be in¬ 
flation, and, of course, that must be avoided. 

The reparation of the war damage will run smoothly. 

In that way, the process of the reparation of the war damage will 
run very smoothly, and our economic organism need not experience 
too much influence or disadvantage from it. 

Of course — and this must be repeated — in countries which have 
suffered very serious damage, that work of reparation will have to 
be tackled energetically, but not in an exaggerated tempo. 

Naturally the part of the production machine which has been 
destroyed, will have to be repaired first of all, whilst as regards the 
housing-problem this must be solved provisionally or by temporary 
measures. 

And so, I repeat, the whole reparation of the war damage is only 
a matter of “labour”, but of labour which will be fully remunerated. 

Part of the production capacity to be reserved for the reparation. 

But. if a fair proportion of the wages paid for this purpose is to be 
converted into products, such as provisions, food, and housing — even 
if the latter will only be possible on a modest scale the first few years 
in the heavily hit districts — then the products necessary must be 
manufactured and available to a sufficient extent. And just for that 
reason it will be necessary that no too great a part of the available 
hands for production should work at that reparation — for instance, 
one third in the heavily hit countries — in order that sufficient 
“labour” remains to manufacture the products necessary for a rea¬ 
sonable standard of living for all workers. 

A portion of the production machinery necessary for that pur¬ 
pose will, at the same time, have to be reserved for the same purpose. 

It will be chiefly on the expenditure of luxuries, 1 ) and, as already 
said, during the first few years on houses, that for the time being 
retrenchments will have to be made in the heavily hit territories. 
I'or the necessities of daily life must have precedence. But we need 
not be afraid that there will not be sufficient “purchasing-power” 


') but even expenditures for luxuries are very useful and may not be 
restricted too much. 
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that the whole of America was one great war industry and that every 
American was, in some way or other, included in this war machine. 

But nothing was farther from the truth. From the statistics given it 
appears, that the national revenue for the year 1943 amounted to 
148 milliard dollars. Of this amount 76 l /2 milliard dollars was utilized 
for civil consumption. That the American nation could live, during 
the war too, in great prosperity on that 76j^ milliard dollars for 
civil consumption, is proved by the fact that the entire national rev¬ 
enue in 1938 only amounted to 62 milliard, of which only 50 milliard 
dollars was utilized for civil consumption. It is true that a percen¬ 
tage of this great difference is a consequence of the rise in prices, 
but not all, by a long way. We shall refer to this again later. 1 ) 

From this it can be safely concluded that, if, as said, in the coun¬ 
tries which have suffered most from war damage, one third of the 
producing machine will be utilized for the reparation of the war 
damage, and the remaining two-thirds for the normal requirements of 
life, and what may be of further use to mankind, and provide him with 
amelioration of his life, it will be possible for there to be a very reas¬ 
onable degree of “prosperity” in the future, also in those lands which 
have suffered most, provided care is taken that the entire production 
machinery can work at full capacity. 

* * 

Some are of the opinion, that in the course of a few years, we must 
repair all the damage suffered, and in the meantime, live very econo¬ 
mically. 1 hat is quite a mistake. In the first place the burden of taxa¬ 
tion. on an inconsiderable production, apart from the work of repair, 
would be much too heavy; in the second place, the desire to work 
would be taken away; in the third place, the black-market would con¬ 
tinue on a large scale, and in the fourth place, many debts would 
have to be incurred abroad. The so-called “strict economy” which is 
favoured by a few, is fundamentally wrong, because, you can never 
use the same guilder twice. Who has carefully read the chapter “Na¬ 
tional debts ’, will soon see the mistake of those who suggest it. 

Once again: the work of repair will have to be carried out in a 
reasonable but not exaggerated tempo. 


’) An interesting proof of the vise of prosperity in America in the war ia 
the fact, that the total consumption of tobacco since 1942 has risen 300%. 


102 



CHAPTER XVIII 


THE PREVENTION OF CRISIS AND 

MASS-UNEMPLOYMENT 

7 he “Quo Vadis?” plans A. and B. 


O ne of the most important, if not the very most 
important of post-war problems is: the prevention of cns.s and mass 
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I have already shown in a preceding chapter, that the correct 
means to fight or to prevent crisis and mass unemployment, has not 
been found up to now, in spite of industrious searching and ex¬ 
perimenting. 

The greatest economic wisdom which has so far been achieved, 
has been demonstrated in unemployment relief work, the payment 
of bonuses, public works, preparations for war, all for account of 
a treasury which is far overtaxed, while in many democratic coun¬ 
tries, i.a. the Netherlands, even “deflation” was resorted to, which 
means: retrenchment and economizing to excess. 

And as to the future, one sees no other salvation than to resort to 
“strictly planned economy” for fighting crisis and mass unemploy¬ 
ment. 

That this, just as everything else that has so far been applied in 
fighting crisis and its evils, is (was) simply “putting the cart before 
the horse”, and so has resulted, and will result, in getting deeper 
and deeper in the mire, was not realized and has not yet been rea¬ 
lized even to-day. 

Factors which have to be taken into account. 

If wc wish to apply a sound method for fighting crisis and mass- 
unemploment, or for the prevention of those serious evils, the follow¬ 
ing economic factors will have to be taken seriously into conside¬ 
ration: 

a) that a product is the sum of raw materials costing nothing, plus 
energy. Of this energy only human energy — intellectual and 
physical — must be remunerated. 

b) that the cost price of a product is equal to the total amount 
in remuneration, paid for the various services performed by man 
in the production and distribution of a product, (labour, for in¬ 
stance, but also the providing of working capital). 

c) that, even if no energy is supplied by man — that is to say 
no work is done — all the same, man must be fed, clothed and 
housed, and consequently absorbs products and utilizes “pur- 
chasing-power”. For this purpose, he must be provided with the 
latter, without his supplying any quid pro quo. The state does 
this in the form of a dole. 



THE prevention of crisis and mass-unemployment 

d) that every product, during the 

process, creates its own value m purchasm 0 p 

that every product P»« ^ 

begins at the moment that the r ^ pr - mary state i) by 

' production process, are rocess 0 f production and 

“labour”, goes on during the who P^ ^ tear _ #t least . 

distribution and is continue , ds are concerned — 

as far as articles of utility an P ° ejtber by consumption 
and finally passes into anc> er s ■ oducts often begin a 
or demolishment, in which some P 

new cycle again. 

f) that the "purchasing-power”, which ^ created durmg^ ^ P^ 

cess of production and distribution bid also ha a]rea(ly 

ized, goes through a circulation-proces itselt, 

clearly described above. 2 ) 

The principal factor, however, is this: 

‘ . r .. ha s the favourable consequence, 

that “increase in turno\ er “overhead charges . 

nd every product'is diminished, so that “profits” 
increase. 

From this, it can already immediately be «ncludcd^^ j ooke d 

lution of the crisis and unemployment p ^ turn0V er - consc- 

for in a method which resu ts in a method which brings with 

quently, no deflation - but always m a meth 

it an increase in turnover. 


g) 


* * 
♦ 


Now the plan, hereafter to ^ ^ed .plan A ° f Jg. J crisis and 
which is to describe the means fo. Ug b on thc economic 

mass unemployment, is based, to a ' cry j- t j ic three plans (A, B 

factor mentioned above sub g. ,s 

t>, rs ■' urchasins power "' an<i " Hulti 

plicity of the circulation of money . 


105 



NEW WORLD ECONOMY 


and C) which were published for that purpose about a year before 
the war, in the „Quo Vadis?”-brochure, which has already been men¬ 
tioned in the beginning- of this book, entitled "September 1938”. 

* * 

* 

Causes of crisis. 

The causes of crises are many, they may, at least, be many. 

Most crises find their origin on the exchange, in the world of 
money and securities. 

But the basic causes even of those crises which start on the stock- 
exchange, or the money-market, must be looked for further, and then 
in some stagnation or other in the process of production and distri¬ 
bution, which is generally demonstrated in a disturbed balance between 
the production and absorption of products. This leads to a falling 
tendency in the market, and often even to a crisis. 

There have always been fluctuations in the market, ups and downs, 
and so crisis conditions too. The latter occurred in the previous cen¬ 
tury, even, practically speaking, periodically. 

Such a condition of crisis was always followed by a recovery. 
At first slow, even extremely slow, then somewhat more rapid. 
Then comes the moment that the exchange begins to be interested in 
the recovery. But we shall treat that later, as already said. The op¬ 
timism accompanying the recovery, often again leads to the produc¬ 
tion being increased too much, and so again to overproduction. 

In most cases, however, it was more a case of underconsumption, 
and so, of too low an absorption of the products. 

Moreover, during that rising tendency the following mistakes were 
always made: 

a> the "purchasing-power'*, created during the process of produc¬ 
tion and distribution, was distributed in an incorrect manner; 

b) part of the purchasing-power was exported in the form of 
"foreign loans”. 

c' Gold, which is entirely superfluous — as will presently ap¬ 
pear — was utilized as "purchasing-power”. We shall refer to 
this again in a separate chapter. 

d) Too little attempt was made to establish an equilibrium in 
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the balance of trade, by means of export and import. 

But also 

e) We utilized some of the principal products such as “houses , 
"ships” and "machines” too long, as we shall presently demon- 

strate. 

We have already said what economic factors we shall have to 
take into consideration in our future society in order to prevent 

Cri And^™ iTa're going to investigate what we have to require of 
our future society. 

Requirements. „ . . . , 

If the desire is to build up a well-organized “commumty m which 
neither crisis nor unemployment will occur, the fol 
have to be pursued: 

a) International economic traffic will have to ^ 

of "exchange of goods”, or "rendering of ' 

equal values, so that the balances of payment will remain 
equilibrium. Ko deviation from this shall be allowed. 

b) There may be no stagnation in the circulation-process of^ the 
"purchasing-power”, which stagnation ,s to be prevented 

following way: 

c) The “purchasing-power” which is created in one s Oo.ni conn y 

j* r,,«: if-—*- - 

for utilization in ones own country, onsequ ’ ^ 

of capital (foreign loans) - so that no good,i P«odu ced a 

remain unsaleable, through lack of purchasmg-po^er. 

refer to this later on. 


The purchasing 
production and 
manner, in such 
shall acumulate 
of “employers” 
chasing-power” 
a way, that not 


-power which is created during the process o 
distribution must be distributed in the correc 
a way, that no superfluity of purchas.ng-powc 
in the pockets of a comparatively small mimlx 
or “capitalists”, where this accumu ated pur 
often remains unutilized, - but also ,n such 
too little of the "purchasing-power comes into 
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the pockets of the great group of employees, that is the masses, 
where such purchasing-power, at least the greater part of it, in 
most cases is immediately utilized in purchasing products. 

e) The chief thing is, there must be no “unutilized purchasing- 
power”. 

f) “Gold” may not be utilized as “purchasing-power”. (More about 
this presently). 

g) The incurring of public debts for unproductive purposes is, 
as we have already written, a-social and uneconomic, conse¬ 
quently pernicious, and must be absolutely avoided. 

h) There may not even be any stagnation in the circulation pro¬ 
cess of the articles themselves, that is to say we may not utilize 
the most important of our products, such as “houses”, “ships” 
and “machines”, for either a shorter or a longer period than 
is economically justified. The life of these products will have 
to be “regulated ’ in the future. This is what is aimed at by 
plan A of “Quo Vadis?”, about which more presently. 

Also a very important factor is: 

i) that our production machine shall always have and continue 
to have plenty of work. 

It goes without saying, that it will have to adapt itself to 
the demand. But once this has been done, every machine which 
stands idle, and every workman without any work is not only 
unutilized possibility of production, and so means unutilized 
“prosperity”, but worse still: unemployment, and the failure to 
utilize part of our production machine, leads anew to symptoms 
«>! crisis, such as cut-throat competition, decrease in turnover, 
and so, a decline in the profits, and above all, a rising of the 
pressure of the overhead expenses per unit of production. Not 

to forget the growth of the public debts as a result of the dole 
and the provision of work. 


Put shortly: overproduction, or under-consumption, immediately 
leads to crisis again, with all the terrible consequences attached, one 
of the worst of which is mass-unemployment. 

Now. this must be delinitelv prevented. 
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The most important of the previous points put shortly: 

In our future society, the process of production and distribution, 
together with the process of circulation of the products themselves, 
and also the circulation of the “purchasing-power” are to run perfectly 
harmoniously, and all that 

with the least possible interference on the part of the state, 
and consequently with the least possible "planned economy”. 
We shall now further elucidate some points, and see further how 

all this is to be achieved. 


Better circulation and distribution of the pure basing-power. 

We shall now further elucidate some points, and see further how 
“every product creates its own value in “purchasing-power , and 
that consequently, during the process of production and distn- 
. bution sufficient purchasing-power is created to bring all pro¬ 
ducts to their ultimate possessor-consumer or user. 

Now that buying-power must be so distributed, that there is no ac- 
cumulation of purchasing-power, which leads to letting purchasing- 
power be unutilized, for that is disastrous and again leads to a 

crisis. x ) 

Apart from other ways, this will have to be accomplished by: 

a) raising the standard of living of the employees 2 ), that is to say 
of the mass, generally speaking, by remunerating labou, 

better. 


b) raising the standard of living of agricultural labourers. 

c) raising the standard of living of the nations whose standard 
of living is too low. 


Now this raising of "the standard of living” sub a, b and c is aimed 
at by the so-called "Quo Vadis?” plan B. 

As to the better remuneration of labour, we know but too well: 
that, hitherto, the aim has been to remunerate labour «s 

» Before - the war there were in the vaults of the banks in the Netherlands 
ortfhans. 


1 AH 


8 
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poorly as possible. Capital” thought, that by so doing, it was 
acting very wisely. But the result of it was, that the working 
class, not having sufficient purchasing-power at its disposal, ab¬ 
sorbed too few products, which, of course, was wrong. For this 
led to overproduction, which again led to crisis and mass un¬ 
employment. 

But we must here at once draw attention to the fact, that it is 
not so very easy to raise the standard of living of the working class, 
without, by doing so, setting the notorious vicious circle going. 

We shall refer again to this very important matter, however, 
presently. 

For the sake of completeness, we must also mention; that, part of 
the purchasing-power created ought to be applied apart from the 
normal, regular process of absorption of the products, also for: 

a) “investments” (in the sense of extending and enlarging the pro¬ 
duction apparatus.) 1 ) 

b) for the replacement of old, obsolete, or entirely consumed, or 
worn out products, capital goods in particular. 

c) to get the state organism functioning. 

(1) for the capital service of the state. But that is rather a matter 
ol the shifting of purchasing-power”, as we have already de¬ 
monstrated in the chapter “National Debts”. 

e) for the carrying out of public works by the state for the gene¬ 
ral benefit. 


We repeal once more that import must be paid for by export. 

As to the point mentioned sub c, we have already stated, that this 
must not be done lor unproductive purposes, if such is accompanied 
by the growth of public debts. 


Ibis point sub c is also in the “Quo Vadis?" economy-program and 
that as plan D, which also aims at: -) 


-) I ••n, noth,n K Imt ‘'a shifting of purchasing power”, 

out of nuhli? « n)i ad - S ' ~ b ™ chu , re Published in September 1038, this carrying 
living ,!t ^ menuoned together with the raising of the standard of 

call this carrvini k in ortlcr to Prevent confusion, we shall 

fn“oio vS"? „tnn PUbhC Worte f ° r aWount of the state, as aimed at 
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# * * . 

the carrying out of public works by the state, and consequently for 
the general benefit, but: 

the expenses incurred to be supplied by the Treasury, which then , 
thanks to the application of plan A and B of ‘‘Quo Vadis? \ will 
receive from an ever prosperous industrial life, working under 
boom conditions, such a stream of tax money, that it will easily be 
possible to utilize part of it, for carrying out public works on a 

large scale. 

We shall return to this later. 

* * 

* 

As to: 

the utilizing of purchasing-power for “investing' 1 , care must be 
taken: 

a) that not so much is invested, that our production machine would 
be too rapidly enlarged. 

b) that the spirit of enterprise is not checked to such an extent 
that it would result in the killing of this spirit. 

The golden mean will be the best way here. 

Incorrect idea. 

Many people have the idea that they can prevent crisis in the future 
by restricting themselves to raising the standard of living of the masses 
and of the agricultural class, therewith immediately losing sight of 
the fact, that this raising of the standard of living of the masses can¬ 
not be done in an exaggerated tempo. To do this would not only be 
unwise, but would also lead to new economic complications. 

Others are of opinion, that, after the war, the state must have great 
public works carried out, so that all who can work, will have work. 
Where the money is to come from is of no importance, for, so they 
argue, where it came from in the war, it must come from in peace 
time too, an argument which is, of course, absolutely wrong, as has 
been clearly proved in the chapter on “National Debts , etc. 

But practice will demonstrate in the future , that neither the raising 
of the stanard of living of the masses and the agricultural class , nor the 
abundant carrying out of public works — at least, if this is done m 
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The eternal cycle. 

One must bear in mind, that our entire cosmos and also our society 
is based on an eternal cycle. The cycle of the things which are on the 
surface of our earth is not eternal, but finite. 

For man and beast this is very clear, for the life of man and beast 
is limited, as we all know. 

It is the same with capital-goods (houses, ships, machines) — we 
have already said this but will repeat it, all the same — their life is 
limited, while they too go through a certain cycle, which begins at 
the moment that the production is started on, proceeds in a consider¬ 
ably slower tempo during their utilization, in which the cycle con¬ 
tinues in the wear and tear, and finishes after the elapse of a number 
of years in the process of demolishm’ent. 

The four stages in the life of a product. 

The product passes through four different stages from the moment 
that a start is made with its manufacture — that is to say, with the ob¬ 
taining of the minerals from the crust of the earth, or so far as raw 
materials which grow on the surface of the earth are concerned, with 
their cultivation up to the moment that the product is finished and 
has even come to the end of its career, so to its “consumption” or to 

the demolishing * of the old, entirely or partially worn out product. 
The stages are: 

a) The production (the manufacture plus the transport). 

b) The distribution (wholesale trade, retailtrade, and so again 
transport). 

c) The “possession” (at this stage the consumption also takes 
place). 

d) The demolishing. 

Now stages sub a, b and d are those during which the “community” 
ias the most profit from the various transactions which then take 
place. One of the very most important of these is the payment for the 
various services rendered in the stages of the production, which results 
in the beginning of the great circulation of money, which forms the 
lit e-blood of our economic organization and which gives the com¬ 
munity, and so the individual too, the necessary “purchasing-power”. 
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Stage c, the “possession”, properly considered the stage of inertia, 
or rather of the slow circulation, in which it is chiefly the possessor 
who profits from his “possession”, and the community only in so 
far as it must be considered as the total of the individual possessors. 

Considered from the standpoint of the “community . it would be 
most benefitted, at least so long as it has sufficient produc 
disposal, if a “product” were destroyed again as soon as i 
finished. For in this “destruction”, the demolishing, the wage-fac 
again plays an important role (circulation of mom.) an crLa 
new purchasing-power), while by that destruction of products at th 
production machine which our community has at its disposal, lie op¬ 
portunity is again presented of producing new proc ut s. " n . 
results in new circulation of money and new creation of puicha.in, 

power. 

That of course, would not do. 


Where the fault lies. 

Now I have come to the very extraordinary conclusion that the 
fault which is made by us is, that too much value ,s attache* 

"possession” of one’s products, whereas people have ^grea ) ^ 

estimated the value which the products have foi c co ^ ^ 

the period of new manufacture or new construction, as u 
value of the distribution, generally; during stages a. > am 
As a result of all this, the possessor uses his posse 
long and, by so doing, harms the community from who' J c 
holds the possibility of producing anew, and this again 
stoppage of part of the production machine, w m i as a c ^ 

unutilized, with all the awful consequences attached to ' - ; 

such as unemployment, cut-throat competition m cummer e am m 
dustry, fall of turnover, the swallowing up. by the overhead _cx P cs 

which have remaind stationary, of the profit still 

must be mentioned the deficits in the treasury and the icsuHing 

in the national debts. • , 

In the future, the correct arrangement of a prosperous soc.c > 

therefore have to be a 


compromise 
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between the “community” which is benefitted by the shortest possible 
existence of the product (provided nothing is demolished without 
being simultaneously replaced), and the possessor, who thinks that he 
benefits most when he possesses his product as long as possible. 

I repeat the words “thinks”, because it will presently appear, that 
the possessor too will be very greatly benefitted by a state of per¬ 
manent prosperity in our society, which it will be possible to attain in 
the manner to be described presently. 

For this brings us to plan A of “Quo Vadis?”, which is so very im¬ 
portant for the problem of preventing crisis and unemployment. 

PLAN A OF “QUO VADIS?” 

Plan A of “Quo Vadis?” aims at: 

The “regulating” — if nccesary “shortening” — of the life of a 
few of the most important products, such as houses, ships, machines, 
and, later on, motor cars too. 

The result of this regulating will be, that we have the circulation of 
the products entirely in our own hands, and so can let the production 
and distribution process function quite undisturbed. 

With this regulating it will be possible in times of depression, even 
as soon as the first symptoms of an approaching depression are felt, 
to proceed to "shorten ’ the life of the products mentioned, in a me¬ 
thod to be given later. 

This will, of course, immediately lead to favourable results: new 
production possibility for our production machine, and quicker circu¬ 
lation of the money, because, at the same time more “purchasing- 
power” will be created. But the most important thing is, that in this 
way, that very serious evil, unemployment, will come to an end. 

One law is sufficient. 

One single law, to be passed shortly after the war, will be able to 

establish that “regulating”, and, by doing so, will already be suffi¬ 
cient to create 

lasting prosperity 

and to put an end, once and for all, to that awful 

unemployment. 
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Statutory amortization. 

Every state will have to enact one law. and that is. that in future. 

a) on houses, ships and machines a certain amount will have to 
be written off each year for depreciation: 

b) after complete amortization, those products will l^vc to be 

’ placed at the disposal of the state, which can. ,f ' 

molish them, or instruct the owner to pull down b«ak 
amortized property or have it pulled down or broken u ( . 

the case may be. 

Proposal. 

The following percentages for depreciation are 
houses P/s %, workmen’s dwellings 2 c ,e s i\>s bourse, the per- 

For machines with a specially short (or long) i 

centage would have to be different. , 

This would represent for those products aJ k J . ^ 

50 years respectively for houses and woi m ° s a cer- 

for ships, and about 13*$ years for machmes. For motor ar a c 

... wm i»v.«. s. r.«d i.» »• : „w. 

the possibility of selling a motor car secon 
into account. 

Elucidation. . 

Depreciation, certainly on machines 
good custom, and has already been applied to mode. 

dwellings for many years. . . . r- , st r cW years 

As, thanks to the reparations to be carnet 01 , j i j- C( \ n 

to come will undoubtedly show a strong rcviva in ' j • j w ill 

consequence of which reasonable profits w. ,, c , n - 
easily permit of those depreciations, there will be no object,, 

compulsory depreciation. . . arc C xi lndcd 

Naturally, buildings of architectural or histone 

from this system. , .. / r( .. nl . f ti V elv 75 

In the case of dwellings reaching the age im , ^ pl actisccl. 

and 50 years), the necessary suppleness wi a ^ t j iur 

so that it need not be necessary to turn the last enan - 
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houses. But, on the other hand, young people will not be permitted to 
go and live in houses which are approaching the age limit. There will 
not be much objection to this, because these young people will cer¬ 
tainly choose modern houses, when possible. 

' For the time being, it will not be possible to consider the breaking 
up of ships, but seeing the present tremendous capacity of the world 
shipbuilding industry, it will soon be possible to consider the breaking 
up of ships too, sooner than it would now be supposed. That will be 
better than the early shutting down of the shipbuilding yards which 
have just been built, a thing which proved necessary shortly after the 
last war. 

Once again the compromise. 

We refer again to the “compromise”. 

A compromise as mentioned will already be reached, if the law 
described above should be enacted, by which the annual writing off 
on houses, ships, machines and later on also on motor-cars will be¬ 
come statutory. 

Dwelling-houses, office-buildings, shops, warehouses etc. as well 
as workmen’s dwellings *) will have served their owner in full in 
those 75 or 50 years as the case may be, either for their own use 
or by letting, and in the meantime they will have been fully amorti¬ 
zed. Then, however, comes the turn of the community, who will de¬ 
mand. that such fully amortized products disappear 2 ) at the hands 
of the demolisher, in order to make room for new ones. So that, as 
a result, the production machine will be in a position to produce 
(erect) new houses or new offices, shops or workmen’s buildings, from 
which, of course, a powerful circulation of money and a creation of 
purchasing-power will arise. 

It would be the same with ships. They will sail the rivers or seas 
for 25 years, and in that time, the annual writings-off for depreciation 
will have been discounted in (he freights or passage-money, as was 

') Writing off for depreciation (2 f /c) has been the custom for years in the 
case of modern working-class houses. If such a stipulation for older work¬ 
men’s houses, in future, should lead to any rise in the rents, then one need 
not worry. During the crisis years, the rent of working-class houses even 
rose, while now the war is over, a revival is to be expected and with it more 
prosperity, in which case a rise in the rents would be no objection whatever. 
-) This will of course not occur in periods of boom. 
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already the custom. For 25 years that ship will have fully served its 
owner, for then it has been fully depreciated, after which, with ships 
too, then it is again the turn of the community, which first benefits 
from the breaking-up of the ship in the form of circulation of money 
and creation of purchasing-power, and afterwards, but of course to 
a still greater extent, from the construction of new ships and the ac¬ 
companying still greater circulation of money and creation of pur¬ 
chasing-power. 

The same thing occurs with machines too. The depreciations have 
long been discounted in the price of the products manufactured with 
those machines, so that the user or consumer of such articles has 
always paid in the purchasing price — but without ever noticing it — 
for a small part of those machines with which the product he buys 

has been manufactured. 

After \3 ] A years, that machine too has fully served its owner, for 
then it is fully amortized, and also in the case of the machines the 
community comes into its own again, first through the advantages 
which the breaking-up yields, and then, of course, through the still 
greater advantages which the building of new machines yields in 
great circulation of money and creation of purchasing-power. 

In this way, the rights of both groups will be respected; the rights 
of the possessor who has been able to utilize his possession for a rea¬ 
sonable but also sufficient time, in which he will be able to write oft 
the whole, and those of the community, which, after complete amorti¬ 
zation of these products, gets the right to build new ones. 

That all this will bring work in abundance for the production ma¬ 
chine will be clear to everybody, and also that with it will come work 
in plenty for those who can work, so that there need not be any un¬ 
employment at all. 

Wrong objection. 

There have been critics who have raised objections to this destruc¬ 
tion of capital, which would be adherent to this system of shor¬ 
tening the “life” of products. But it is curious, that these critics ap¬ 
parently have no objections to the tremendous amounts being paid 
yearly by the state in the crisis years — in the. Netherlands a «*iu 
already 150 to 200 million guilders a year — for crisis burdens, «>i 
supporting the unemployed, for which in most cases there was not 
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a single compensation, while they have apparently no objections 
either to the fact that in the world some 15 million unemployed daily 
killed their time doing nothing, and so, at the same time, failed to 
turn out new products, that is, failed to create new capital. 

In my opinion this too is a kind of destruction of capital, and so cer¬ 
tainly is that public expenditure, for which there is little if any com¬ 
pensation, but through which the public debts do grow, with all the 
consequent a-social and uneconomic results. 

As we have written before, the unemployed too must be fed and 
clothed and have a roof over their heads, all of which must be paid 
for by the Treasury. 

The supposition that the possessor of a product would suffer a 
loss, if he were compelled to have his already entirely amortized 
house, ship or machine, as the case may be, demolished (broken up) is 
incorrect, for via the system of annual depreciation he has already 
received back the purchase-money of his house, ship or machine, in 
the rent of his house, the freight and passage-money of his ship, or in 
the selling price of his product, which was manufactured with that 

now cntirelv amortized machine. 

0 

New investment. 

Should the purchase-sum of the new house, ship or machine-to-be- 
constructed be higher than that of the product which has meanwhile 
been demolished, because, for instance, it is of a more modern con¬ 
struction, or because the capacity is greater, then that part of the 
purchase-sum which is higher than the original purchase-sum, must 
be considered as a new investment. 

No loss but an advantage for the possessor. 

And so it appears, that there is no question of loss for the possessor, 
who has his amortized product demolished. At most there may be a 
loss of advantage for the possessor, which would seemingly be at¬ 
tached to the further utilizing of the already fully amortized products. 
Here, I have had the words “seemingly” italicized because practice 
shows, that those advantages do not exist in reality. For the crisis 
which we have experienced for 10 years, and which to a considerable 
extent has also been caused because we have utilized our capital goods 
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too long, even after they had already been fully amort,zed, has dearK 

shown that all such advantages are only apparent. 

When by applying plan A and B of "Quo Vad.s? . we could crea e 

a lasting condition of prosperity, the advantages for all who par - 
cipate in our economic society, are considerably greater than the 
apparent disadvantages attached to the loss of the further ut.bzat.on 

of already fully amortized products. 

We shall refer again to the last two points later on. 

Further advantages. 

There are still more advantages connected with the carrying out 
0f Let ustre only recall the great advantages attached to an increase 

in turnover for every industrialist. For an mcrease m turnove, 

would be a direct consequence of the application o pbn A of Quo 
Vadis?”, and, verily, not only in the industries d.rec > < 
the construction of houses, ships and machmery, for. now the co 
tents of the chapter "Mutiplicity of the circulation of money bate 

taught us something quite different. . r . 

Now the advantages attached to an increase in turnove,. 

even twofold: 

The profit to be made on the increased turnover. 

The increased profit calculated on the total 
owing to the increase in turnover, the pressure of the ove head 
expenses per unit of production has become less, so that 

profit per unit of production is biggei. 

The total of these two profit-factors will prove to bevejy c»n- 
siderable in every concern. There is no better proof of tb s, than ^ 
balance sheets of industrial enterprises in the uisi > ‘ - hi „ h , v 

pared with those in the boom periods. So we cannot 
the advantages attached to an increase in tuinovu. ... ; n 

Only the advantages themselves attached to 

turnover 
considerable 

balance to the goou — u.. 7 , . ' . , i.. , 

attached to no longer utilizing already fully amortized p.oduU 


1 . 

2 . 


' the advantages themselves —— arc s „ 

er" and the consequent extra circulat.o ’ ]a 

erable, that they fully compensate °cn c. L ( 
e to the good - any. even mostly .mag,nan d • - 
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It is not to be denied, tliat there are numerous other advantages, 
such as: 

a) A considerable rise in the circulation of money, and conse¬ 
quently in the “creation of purchasing-power”. 

b) A well-filled treasury, because a stream of taxation-money 
will flow into it from an industrial life then always working 
under boom conditions. 

further: 

c) that there will be an end of that cut-throat competition, which 
we experienced so much in the crisis years in commerce and 
industry, so that it will again be possible to make decent profits, 
and last but not least: 

d) that, at last, there will be an end of that hateful state of af¬ 
fairs in which there are millions of unemployed, who with their 
families, are reduced to a state of demoralization and pauperism. 

and those are all advantages which must not be underestimated, and 
against which there are, practically speaking, no disadvantages worth 

mentioning. 

Let us then calmly allow those old, half worn-out products which 
have already served their possessors long enough, those pieces of 
accumulated, formerly performed labour to disappear, so that they 
can make place for new ones, and so provide productive “labour” 
for our production machine, and for our unemployed, if there should 
be any after the war. 

The continued utilization of already 

ajnorlizcd products is harmful. 

The continued utilization of fully amortized products is even ex¬ 
tremely harmful. 

For after complete amortization has been effected, no one will re¬ 
duce their freight, or passage, their prices or their rents, as the case 
may be. But, by not doing so, they withhold from the community 
“purchasing-power”, which is intended for the purchase of other 
products, which, seeing that every product creates its own value in 
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purchasing-power, not too much and not too little, would have a dis- 

turbing influence on our society. tiliyerl 

It has been clearly proved by the great amounts of unut.l, ed 

purchasing-power which were in the vaults of he banks bcfor K 

war, that such purchasing-power is really not always put * 

lathm in another useful way. (In America alone >n 19 0 ' ~ 

dollars were lying unutilized in the vaults of the 10 greatest 

Plan A as economic regulator. 

First and foremost Plan A of “Quo Vadis?" will fulfil the function 

of regulator in our economic system. ... , 

For in times of natural boom, the yearly depreciation 
tinned, but not the demolishing of the fully amortized products^ In 
such times, a reserve will be made of those products, w Inc h a be 
called upon the very moment that the first symptoms of a 

nomic collapse are perceivable. 1 ) ii(il - t i u , m 

In the meantime the owners will be able to continue to utilize them. 

We shall refer again to the last two points later on. 

») Already mentioned in the “Quo Vadis? ’'-brochure part II. 





CHAPTER XIX 

MARS, THE GOD OF WAR, DID IT 

DIFFERENTLY 


Wh en I distributed my “Quo Vadis?”-brochure 
on a large scale, first in my own country in September I938, 1 ) and 
abroad in the autumn of 1939, and by so doing gave full publicity 
to my economic plans described here, for combatting crisis and mass 
unemployment, which was then still prevailing, not much attention 
was paid to what I had written. Certainly, a few governments did 
take notice of what I had written, but not sufficient notice. 

The Dutch government was one of those which did take notice of 
my work. This was done by two ministries, viz, the Ministry of Social 
Affairs and the Treasury — I shall refer to this again —, The Amer¬ 
ican Government was another. The Library of Congress, on its own 
initiative, asked to have a copy of my brochure, of which it had 
chanced to get hold. With this Institute, as well as with the Labour 
Department, I continued till November 1939 to correspond about 
my plans, in which the Library of Congres especially seemed to be 
greatly interested, so that they were investigated by experts. Then 
the war put an end to it. In the meantime, moreover, America had 
enough “work” to do for the democratic countries of war-waging 
Europe. 

The Ministers at the Hague of some powers — Belgium, Germany, 
Japan, Italy, Chili, Argentine and South Africa gave evidence of 
much interest in my work, and were even keen on receiving a copy 
of my weekly economic publications 2 ) in the press, in which, i.a., 
repeated warnings were given of the continually increasing danger 
of war. They forwarded these articles on to their respective govern¬ 
ments. 

But I repeat, the interest shown was not sufficient. 

The practitioners of economic science showed just as little interest. 
It was the same with the leaders of commerce and industry, although 
I had sent a copy of my brochure to countless thousands of “promi¬ 
nent” ones of the leading countries producing on modern lines. 

') See the chapter entitled ..September 193S” in the beginning of this book. 

*) These v.ue always translated into the modern languages. 


MARS, THE GOD OF WAR, DID IT DIFFERENTLY. 

And yet it was greatly in the interest of the latter, that the crisis 
and slump-conditions then still prevailing, should come to an end. 

Also numbers of newspapers at home and abroad received a copy 
of my brochure. Even the numerous newspaper articles which later 
on, appeared in the Dutch press, from my pen, were translated and 

sent to them. . , . . 

A few of the editors of the daily press very kindly reviewed it. l.a. 

an English paper under the title "Destroy and Prosper", but neither 

was the interest shown on the side of the press sufficient to achieve 

practical results, and yet, just at such moments, the press could do so 

much. 

Now all this is much to be regretted, for by raising the standard 
of living of the masses (plan B), and by sending in good time to the 
demolisher numbers of old, half worn or nearly worn out capital 
goods (plan A), it would still have been possible to convert the crisis 
and slump into lasting "prosperity", by which the chance of wa, 
would have been considerably lessened, and might even have been 
averted. But no one listened to me - at least, too little attention 

was paid to my words. , 

Then the war broke out in September 1939, and it was the turn 

of Mars, the god of war. . .. 

What was aimed at by me for the cure of the condition o ci.si. 

in plan A of „Quo VadisT, namely the shortening of the hie of a lew 
of the most important products, (consequently, acceleration of the 
circulation of those products), we have now seen applied by Mars on a 
large scale in these war-years, but now, in an awful manner, un¬ 
worthy of man, quite different from what 1 had aimed at. 

All this to the accompaniment of rivers of blood and teais. an< 
unspeakable suffering. But there were ruins in plenty. 

The result will be the same as aimed at by me in the demo¬ 
lishing”, for the war has made a great clearance in the existing 
products, with the result that during the first few years after the war. 
the production machine will have an abundance of work, and there 

will be plenty of work for everyone who can work. 

But how different that too from the method I had in view. For war¬ 
fare is accompanied by a disastrous growth of national debts, where¬ 
as plan A of “Quo Vadis?”, thanks to an industrial life working 
under boom conditions, will result in a great stream of tax-moneys 
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flowing in to the Treasury, through which it will be possible to achieve 
many useful things. 

With all this terrible waging of war, however, God Mars has given 
humanity a lesson, be it an awful one. For if we wish to have in 
future “lasting prosperity”, we shall have to put permanently into 
practice, what the war did, — at least as far as the clearing off 
(destruction) of pieces of “accumulated labour, formerly performed” 
is concerned, — systematically , but then in a well-organized, and 
well-chosen manner. 


CHAPTER XX 


PREVENTION OF THE NOTORIOUS 

VICIOUS CIRCLE 

(by co-partnership) 

]”^.eturning to plan B. of ..Quo Vadis? . I must 
draw the reader’s attention to the fact that, as is generally known, the 
raising of the standard of living of the masses has great objections 
attached to it, for it is always accompanied by the threat of the 
notorious vicious circle, as the raising of wages results in the raising 
of the prices of the products, which makes the cost of living higher, 
and so calls for another rise in wages, or at least, nullifies a con¬ 
siderable part of the advantages of the rise in wages, so that again 
a rise is necessary. 

The dangers attached to all this appeared very clearly in France 
under the regime of Minister-President Leon Blum, who, with his 
considerable increase of the wages and decrease of the working 
hours, drove up the costs of production to such an extent, that the 
cost of living was greatly forced up, while, at the same time, the 
French products became so dear, and consequently so unsuited for 
export, that, in less than no time, with all this, he brought France to 

the edge of the abyss. 

This will now be avoided by the way described in my publication 
of 25 February 1940, entitled “Rise in wages with a rising index- 
figure?”, and that is by a 

“Welfare bonus” 

which is a share for the workmen in the advantages (profits) which 
are made in the process of production, and so a payment to the 

workmen outside the calculation of the cost price. 

In consequence of this the income of the workmen will become 
higher, and with it their purchasing-power but the cost ot living, on 
the other hand, will not experience any disadvantages from it, and 
will not become higher. 

The notorious vicious circle will, of course, not come into pla>, 
so that this economic “find” may be looked upon, as the bieaku 
of the bad influences of the vicious circle. 

In this way, but only in this way, will it be possible in the future 
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to raise the standard of living of the working class considerably, 
which will be necessary in order to keep the great production ma¬ 
chine at our disposal working at full capacity, and to prevent a repe- 

tition of the world-crisis. 

The purchasing-power of the workman also rises too, as soon as by 
more rational methods of production, the products, and with them 
the cost of living, become cheaper, but this method of raising the 
standard of living of the masses is a comparatively insignificant 
one. It must be repeated, that a considerable raising of this standard 
is only possible along the way already described. 

This letting the workers share in the profits yielded by the pro¬ 
cess of production, can be effected in two ways. 

The direct method. 

In the first place, this can be done in each concern separately, that 
is with the employees engaged in those concerns. This is the direct 

application of this system. 

This direct system can best be applied, in well-paying concerns, 
by laying aside at the end of each financial year a certain amount of 
the profit for the employees, and paying them in the course of the 
following year, that is in 52 weeks or in 12 months, every week or 
every month, a so-called “welfare bonus” on the wages. The extent 
of this would be fixed anew every year by the boards of the con¬ 
cerns. 

The indirect method. 

The indirect method is, when the state via an extra levy on the 
profits of the concerns, forms a fund with it, out of which the whole 
working class receives an extra allowance. This could also be effected 
in tiie form of a reduction of the wage-tax for the workmen, and 
also by introducing new and improved social laws. 1 ) 

In practice, it would be possible to apply both systems, the direct 
and the indirect, at least, if there is sufficient prosperity in the 
concerns in a country, which will be possible, if the Quo Vadis? 
plan A is applied, and, it goes without saying, plan B and D too. 


3 ) The Dutch government has, in the meantime, taken over this system, 
unci applied it to the “adjustment tax” 



prevention of the notorious vicious circle 

Of incalculable value. 

Allowing the workers to participate in the profits of the concern 
is nothing new, for this system has already been applied m a fev 
concerns which are run on social lines, but to apply this system 
over the whole line as a system, to raise the standard of liv mg 
the masses, without setting the notorious vicious circle 
is something new, and this discovery will prove to be of mcalculab 

value in the future. 

The forming of a reserve is desirable. 

To avoid any misinterpretation of the preceding. I consider it desi¬ 
rable here emphatically to draw attention to the fact, that 1 do not 
” much aim at a share in the profits because the workers should 
have a right to it, on account of the influence which they might be 
able to exert on the course of affairs in a concern, but rather, because 
^consider a raising of the standard of living essential to prevent 
crisis in the future, and so I consider this to be the only sound manne, 

^AUeldy 'in my publication of 25 February 1940, entitled "Rise 
of wages with a rising index?” I wrote as follows about this matte: 

Through this, this workman will begin to feel himself 
part of the concern, and take a personal interest m it. leel 
proud to receive a share in the results achieved by the concern, 

apart from his ordinary wages ” 

“But I at once admit, and that is the standpoint I have 

taken for years, that, in most cases, the workmen themselves 

will not be able to have any influence on the ultimate results 

of the concern.” 

Still, I think it necessary to point out, that as the workmen are 
accustomed to adapt themselves to a new standard of living espe¬ 
cially if it is a higher one, this system of a share in the profits wil. 
have to be applied in such a way, that a certain reserve is formed loi 
the workmen, out of which, in less favourable years, a payment 
could be made also in the event of the results of the concern not 

permitting of it. 
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AGAIN PLAN A OF “QUO VADIS?” AS 

ECONOMIC REGULATOR 


The future of Europe and of the whole world stands or falls with 
the prevention of crisis and mass-unemployment. This must be 
borne in mind. 

* * 


T&e ' 'Quo Vadis?”-plan A aims at the “regu¬ 
lating” of our economic organism — as already said. 

Well then, if by the application of the “Quo Vadis?”-economy 
we shall be able to create “lasting prosperity”, a system of “strictly 
planned economy”, as aimed at for the prevention of crisis and un¬ 
employment, in future, will be quite superfluous. 

The writer does not hesitate to state, that he is a keen, even fanatic 
opponent of “strictly planned economy”. 

And so he is del ghted that people in England too, are opposed 
to it, and will have nothing to do with it either. 1 ) 

As for the French nation, it too will most probably have nothing 
to do with “strongly controlled economy”, while the Belgium, the 
Dutch and the Scandinavion nations would, in the long rim, be to¬ 
tally unsuitable for it. 

As a matter of fact controlled economy is quite superfluous. 

State-interference in the production-process only dates from 
1914 — 191S. Soon after peace came, the economic organism was 
fortunately left once more to its own devices. 

It was first the world-crisis that brought with it state inter¬ 
ference on a large scale, and this war naturally did so to a greater 
extent. 1 herefore state interference is only necessary in times of 
crisis and war. 

If, now the war is over, the “Quo Vadis?”-plans A, B and D are 


) This was written before the last election. Soon, in England too, it will 
appear that “strictly planned economy” is not the right way to achieve 
lasting prosperity and so "full employment”. 


AGAIN PLAN A OF “QUO VADIS?” AS ECONOMIC REGULATOR 

applied soon there will never be another crisis, and so there need 
never be another war. 

Thank to the “Quo Vadis?”-plans, “strictly planned economy 
— which, as would be experienced if it were applied, will have a 
** harmful rather than a favourable influence on our economic or¬ 
ganism — will be entirely superfluous. 1 ) 


Moderate regulation. 

However, a regulation of the life of our principal capital goods such 
as houses, ships and machines will prove to be of incalculable value. 

By means of that, the whole economic organism would be con¬ 
trolled. Consequently an economic regulator. 

And how little radical that is. 

For in every advanced industrial enterprise the annual depre¬ 
ciation on factories, machines and tools has long been the custom. 

In every such factory there will already be a book, with or with¬ 
out loose leaves, or a card system in which there is an entry for every 
machine, under which is stated the cost of purchasing and the annual 

amount written off for deprecation. 

Well now, there is nothing more to it. Only once a year, oi 

once every so many years, a government accountant will come to 

see whether that book is properly kept, and tallies with the depreciation 

in the balance sheet. ... , 

• This is a rough sketch of how, in future, houses and ships mil be 

depreciated. (We shall refer to motor-cars again later on). 


It is of great value to have our economic 
organism under control. 

Once again: Look upon the "Quo Vadis?" plan A. especially 
as the “economic regulator”, as "the keeping under control of oui 
entire economic organism" and that with very little interference from 

the authorities. 

For that is undeniably of very great value. 

There will not be any unnecessary destruction. 

tainly no longer than is necessary. 
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For when it appears that there is sufficient work in a natural way 
— as we have already said — then the state does have the depre¬ 
ciation continued, but does not have the amortized products demo¬ 
lished. 

If practice shows, that it is not necessary to have houses demo¬ 
lished after 75 years, ships after 25 years and machines after 1 
years, well then, it will not be done. We shall utilize them for a longer 
period. 

But after the reparations, if it appears that the producing machine 
has not sufficient work, not even with the application of all those 
means of absorption of products, such as Plan B and D of “Quo 
Vadis?” well then: 

we shall apply plan A of „Quo Vadis?” 
and so the whole community will benefit from it. 

Gouverner, e'est prevoir. 

And so there will be no harm done, if, as soon as possible 

annual depreciation 

is made compulsory by law. If it does not help, it will do /*> harm 
either. 

But it will help, for we shall all be ready at the first symptoms of 
a new economical depression immediately to take measures, for I 
repeat, 

there may ncxn-r again be a crisis and mass-utiemployment. 

In any case, it is certain that following the way described here, we 
avoid risks, for in this way we are ready when the pinch comes. 

Notification to the owners of old products. 

At the same time, owners of houses more than 75, ships more 
fhan A'>, and machines more than 13/^ years old must be notified, 
that they must be prepared for the fact, that as soon as the war repa- 
i at ions are completed, it may be necessary in the general interest to 
lequisiie such old products and to hand them over to the demolisher 
but then without indemnification. 1 ) 

3 ) To this “indemnification'’ we will refer later on. 
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Then every one has a few years to make preparations. It is certain, 
that, as a start is made with the very oldest, the time given is amply 

sufficient. 

Where necessary “indemnification \ 

Where necessary to prevent unfairness, the system of indemnili- 
cation projected in my brochure *), for the transition period, can be 


applied. 

So there is all the more reason for making this depreciation com¬ 
pulsory by law, as soon as possible, now that there is peace, so that 
possibility for claims for “indemnification'’ shall be restricted as 

much as possible. 

We shall refer again to this point later on. 


The forming of a fund. 

Wc must especially bear in mind, that, since capital goods, such as 
houses, ships, machines have been fully amortized via a legally pre¬ 
scribed system of depreciation, and demolishing would no! yet be 
necessary, so that the possessors could still continue to make use ot 
them, the depreciation money which the house owner receives in h.s 
rent, the ship owner in his freight or passage money, and the manu¬ 
facturer in the selling price of the products which have been turned 
out by the then fully amortized machine, ought then not to come into 
their pockets, but will have to be deposited by them in a common 

“fund”, destination of which will be fixed later on. 

If they do not do so, the house owner would be paid for his house, 
the shipowner for the ship and the manufacturer for his machine by 

the community not once but twice. 

That is socially unjust, and economically impermissible. That is 
withdrawing from the community “purchasing-power winch is 
intended for the purchase of other products. Properly considered it 
is even robbing the community. In any case, it is money t iat tic 
community has a right to. That is why 1 propose that ,t should he 


deposited in a “fund”. 2 ) 


>) Later, in my publication "Restoration or Reconstruction" of a December 
1939, considerably more extensive and■J n ’P , '£ l fi , (or th( , manufacturer. 

-. 

vaults of the banks. 
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At the same time it appears from this how disadvantageous up 
till now it has been for our economic society, that we have often gone 
on utilizing those already fully amortized products. Not in the case 
of a single house, ship or machine or motor car, but here, where 
it has to do with very many houses, ships, machines or motor-cars in 
every country, which over the whole world, runs into countless num- . 
bers, milliards of pounds of purchasing-power have been withdrawn 
from the community, which had been intended for the purchase of 
other products, and so as many milliards of production-possibility 
were withdrawn from the production-process. -That could only lead to 
the complete disorganization of our society. There can certainly be no 
possible doubt about that. 


CHAPTER XXII 


PLAN A OF "QUO VADIS?” IS OF 
STILL FURTHER USE 


(Full employment) 


A Still greater danger threatens the modern pro- 

during lands in the future. , . 'iU . 

The countries producing agricultural products and raw- mater X 

such as South America, have of late been changing themselves 

an ^I e i£;"da^t this, because, if in the future inter¬ 
national barter and exchange is to take place in an . J . 1 J 

tified, and so sound, method, this may only cons.st of ex hange o 
commodities, or of the mutual rendering of service.- Now lh«w.l> 

more and more. 

Plan A of ..Quo Vadis V will bring salvation. 

Tt „„ 

- * *■ ■ f “S 

he money faster within Us own borders. This can be ach.eved as the 
reader may know, by circulating some of the Pnncpa prodocts mor 
quickly, which will be made possible by applying plan A L 

Vadis?” 

With one’s own raw materials or with those artificially produced. 

And so a country will have to obtain the raw materials and the 

products it requires from other countries by "barter and exchange . ) 
ft 0 " ^ reasons mentioned above, that is not poss.ble, for 


l ) Or by rendering services. 
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instance, the country producing raw materials does not wish to receive 
finished products as compensation from the country needing raw 
materials, the latter will have to make more and more use of the raw 
materials within its own borders, if necessary, even of raw materials 
artificially produced, and produced if need be at a higher price. 

Creation of prosperity within one's own borders. 

And so the production for home consumption will, in the future, 
come more and more to the fore. As we know, in that way sufficient 
purchasing-power will be created at the same time to enable each 
product to reach its ultimate destination (buyer). And if care is taken 
that there is a correct distribution of that purchasing-power and that 
there is a sufficiently rapid circulation of the principal products 
(houses, ships, machines) by the application of plan A, then there can 
never again be overproduction or crisis, and it will be possible to 
create “prosperity - ’ of an unknown extent in one’s own country, that 
is within one’s own borders. 

Then too, in the future, export will have to become less and less a 
“purpose” and more and more a “means”, and then, a “means” for 
obtaining in exchange, raw materials or products produced elsewhere. 

Solution of an important problem, (full employment). 

What has now been written in this chapter is the solution of one 
of the most important problems — already mentioned in one of the 
first chapters, namely: 

“Always to have abundant possibility of production for the 
production apparatus, especially within one's own borders, so 
that export need no longer be an end, but only a means for 
providing oneself with the required raw materials, or pro¬ 
ducts, from abroad.” 

This puts an end to the necessity of cut-throat competition in the 
world-market, which, after all, is one of the chief causes of war. 



CHAPTER XXIII 


THE UNITED STATES OF 
NORTH AMERICA 


As to the United States of North America, they 
especially, will have to lead their economic policy along the lines 

mentioned in the previous chapter. 

For when, within a short time, "gold" has been el.m.nated, as will 
be economically necessary to prevent a disturbed equilibrium and so 
guarantee a smooth course of affairs, that will be an economic loss 

for America. 1 ) 


And, if as well, which is just as necessary, the exchange of good 
(goods and services) is accepted as the exclusive permissible interna¬ 
tional economic traffic - leaving out, of course, tourist traffic then 
America, which during the last few years, even the last few 
has always had a considerable export surplus, will, economically be 

faced with a very difficult situation. 

Then America, shortly after the war, - certainly because there*. 

in that country no war damage to be repaired - will be threatened 

with a very senous economic depression, and consequently with a 

crisis. 

American efforts. 

America already sees that itself, hence its hoping to deliver great 
supplies to Europe, which is economically exhausted and 
ruins - most of these supplies to be on credit of course. Bu the. 
a limit for Europe to this buying on credit, and by most count,,cs that 

limit will soon be reached. 

Creation oj prosperity within one’s own banters. 

And. therefore, America too, which is itself so rich in raw materials. 

and which itself possesses such a great production machine 
Quince of which it does not want products from overseas (mduslnal 

1)'We will refer to this later on in the chapter “Gold-. 
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countries) as compensation for its own exports -— will have to create 
a great deal of its own welfare within its own borders. This will be 
possible by producing for itself and its people. But it will therefore 
have to see to it, that the purchasing-power which is created in this 
way is distributed in a better manner, so that the American nation 
will be able to absorb also those additional products intended for 
home consumption. (“Quo Vadis?” plan B). 

And it will be able to prevent overproduction and crisis such as we, 
and especially America, have known so well after 1929, by the appli¬ 
cation of plan A of “Quo Vadis?”. Just because, as already demon¬ 
strated, there is no war damage to be repaired in America, no country 
in the world will be in such a position so quickly as just America. 

Loss that is covered by a greater profit. 

With the coming peace, sacrifices, even great sacrifices will be re¬ 
quired of America, as will soon appear. 

In the first place, one of these sacrifices on the part of America 
will be, that America will have to see its great gold stock become 
practically worthless, if “gold” is eliminated as “purchasing-power . 
Another sacrifice is, that with a rigid maintenance of the principle, 
that only the exchange of goods or services of equal value will be ad¬ 
missible, America’s export will be undoubtedly handicapped. 

Moreover, in the coming peace, in the interests of a sound building 
up of a new and better world, America will have to show great rea¬ 
sonableness with respect to the matter of debts, i.e., America’s claims 
on Europe, dating from the last war, but also with respect to the new 
debts incurred during this war. This will be further elucidated 
presently. 

But is it quite correct to speak of "sacrifices” here? For will not 
America too be benefitted by acting, in the future, exclusively in ac¬ 
cordance with the rigid laws of economy, to prevent another new 
economic disturbance in the years to come, even if, for that purpose, 
it should have to act as described above, that is to say in a way 
which is apparently in conflict with its own interests? 

But even if one could speak of “sacrifices”, yet against those sacri¬ 
fices would come to stand a “bigger profit”. For here the way is indi¬ 
cated to America, viz by applying the “Quo Vadis?”-plans, to 
banish, for good, crisis and mass-unemployment, and to create, on a 


THE UNITED STATES OF AMERIKA 


very solid basis “lasting prosperity ’, chiefly within its own borders. 

Only the future can show of what great, almost inestimable value. 
"lasting prosperity ” will prove to be for America, and oi course, for 
the other nations too. But it is certain, that any sacrifices, however 


great they may be, will be far surpassed by the advantages attached 
to “lasting prosperity” and so, in the banishment, once and for all. 


of crisis and unemployment. 

With this before us, everything that is written in this chapter, will 
be of the greatest importance at the coming peace negotiations. 
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GENERAL AMORTIZATION FUND 


In future all depreciation moneys — thus not 
only those of products already amortized, but still further utilized — 
will be deposited yearly by owners of houses and of ships, and by 
manufacturers (we will give our opinion about motorcars later on) 
in a 

general amortization fund 

which will be formed for that purpose. 

The depositors will be credited for those amounts. 

A yearly interest will be paid on those moneys deposited, for in¬ 
stance, the same as that, paid on government bonds (3 of 3^2%)• 


borrowing money. 

It will be possible for the depositors to receive back in the form 
of a loan at a sliglhly higher interest for costs of administration — say 
)a of Yz c /o — a certain percentage of the money deposited — this 
percentage to be fixed later for each case — if they make a request 
to that effect and the administrators of that fund have no objection. 
It may be expected, however, that many will not need to avail them¬ 
selves of that possibility. Now those moneys will probably grow into 
a considerable sum, which, especially in the construction of a new 
society, and in the reparation of the war damage, can be of very great 
benefit. 


A good course of thi/igs assured. 

Such an amortization fund will be very helpful for a regular course 
of things, whereas the cost for borrowers will be very slight. 

l or in this way the money necessary for the replacement of worn 
out and old-fashioned capital goods will be assured, and the admini¬ 
strators of the lund have it entirely in their own hands to see to it, 
that those moneys are utilized for that purpose and for nothing else!') 
< - vcr y °ne "'ho has a fully amortized product, — a house, a ship 

') With thy except ion of course ot fhc money that is temporality loaned, and 
in case of liquidation. 
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or a machine — to replace, receives for this purpose money out of the 
fund, of course up to the amount that he has deposited for the product 
which has in the meantime been amortized. 

In the manner here described, the capital goods falling under Plan 
A will form an entirely separate circulation of money and purchas¬ 
ing-power, which will be entirely controlled and regulated by the 
administrators of the fund mentioned. 

Prevention of dishonest competition 

That the money to be received by industrialists as compensation 
for depreciation should be deposited in a fund, has the great advan¬ 
tage, that in this way dishonest competition will be prevented. For 
many industrialists have a bad habit of only including those money 
factors in the costprices, which actually come from their cash. As. 
up till now, depreciation did not come under that head, depreciation 
was often not included in the costprice. This, of course, is wrong, and 
put competitors who did act as they should, at a great disadvantage. 

By making the depositing of such moneys in such a fund obligatory, 
also this serious evil will be prevented. 
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CHAPTER XXV 


ADVANTAGES ATTACHED TO THE 
APPLICATION OF „QUO VA D I S?” 

PLAN A AND B 


H ere is the place to sum up, on the basis of the 
budget given in part II of the “Quo Vadis?”-brochure, all the advan¬ 
tages which would be attached to the application of plan A, B and 
D of “Quo Vadis?”. We give them below. 

These advantages arise for a good deal from the advantages of a 

“rise in the turnover” 

and the 

,,multiplicity of the circulation of money” 
already mentioned in the beginning of part II of this book. 

So we come to the following immediate advantages attached to the 
application of the “Quo Vadis?” plans: 

1. Strong rise in the profits in commerce and industry owing to 
the increase in turnover. 

2. Fall of the pressure of the overhead charges per production- 
unit, also owing to that increase in the turnover. 

3. Extra profit on the total increased turnover, owing to the lowered 
pressure of the overhead expenses per production-unit. 

* 

4. Considerably higher yield from the taxes, with the percentage 
of levy remaining the same. 

5. Ceasing of the state expenditure for doles and for providing 
work. 

(>. Higher yield of import and excise duties. 



ADVANTAGES 


For the Netherlands the total yield per annum of points 1—6 
was estimated by me at 700 million guilders. 1 ) 


Further advantages of the application of the “Quo Vadis?" plans. 

7. Considerable rise in the National Wealth. 

8. Better return for the money. 


So far with respect to the financial advantages. 

Further: 

9. Fit and fully paid work for all unemployed. 

10. A balancing national budget (a balancing budget also for the 
Provinces and Municipalities). 

11. With a very great increase in income as described above. th<S 
tax-moneys will come in in sufficient quantities to have the 
work for the general benefit, as described in plan D, carried 
out at full pay. Consequently: increase in prosperity also ac¬ 
cording to plan D. 

12. With such an increase in incomes and activity along the whole 
line, it will be possible amply to apply the systems of “welfare 
bonus”, both “direct” and "indirect” (plan B). 

13. Prosperity of an unknown extent, over the whole line. 

14. Increasing international traffic — exchange and barter with 

a general international rapprochement, and removing of trade 
obstacles. 


15 . 

16. 


Peace, lasting peace. 

Considerable disarmament down to a peace footing, with the 
:onsequcnt considerably reduced expenditure on defence, and 
so a greatly reduced national expenditure, whilst it will be 
possible to utilize the labour released from the army and the 
war industries for the further increase of prosperity in the 
manner already described in this book. 


i) In the English edition of 1038 I estimated this at £480 millions if in Eng¬ 
land the “Quo Vadis?” plans were applied. For America at 20 milliard dollars. 
I suppose these amounts are estimated too low. 
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As the reader will see, these advantages are very great, even all- 
dominating and what is still more, there are practically no disadvan¬ 
tages to weigh against them. But one important advantage will also 
be, that among the nations there will be more confidence in a better 

future. 

Now this is a factor of the “very first importance”, which is, as we 
already wrote in the foreword, essential, if we wish to be able to 
achieve a sound building up of a new and better Europe, even of 


a new and better world. 



CHAPTER XXVI 


ending of the conflict 
between capital and labour 


I wrote in my “Quo Vadis?"-brochure in 1938: 
“There is no more foolish, even more unnecessary conflict m the 
world than that between “capital and labour . Foolish and un¬ 
necessary conflict, because the paths which lead to prospmt 
for "capital'’ and “labour” run parallel, for capital can 
follow the path leading to prosperity lastingly «»< ■'■< UU< . 
“labour” voluntarily with it along the same path, and makes 

a partner in that prosperity. .. , 

“Capital” - the percentage is so very small —. lahom that 

is the mass, and the mass consumes; the small percentage repre- 

seated by “capital” does not do sc. to the same extent. For qua 

quality, the product utilized by “capital may be different but 

qua quantity, it is the masses who are the consumers, and the 

quantity of products it just what is aimed at. 

Plan B will provide the solution. 

Well then, by applying plan B. that aims at the raising of the 
standard of living of the masses, and so, too, at the improve.men 
in the legal state, an end will at last come to that wretched, even deeply 
tragic conflict, as it will then be entirely unnecessary. 

'The welfare committee. 

In the chapter Plan B of the brochure mentioned. 1 wrote the 

following about the same question: 

So when the profits in the concerns, owing to a consulera > e 
revival, begin to flow copiously, then the moment has come foi 

the raising of the standard of living of the masses 
This will not have to be effected by the awful conflict between 
capital and labour, certainly not by that awful weapon called 
“a Strike”, that, being two-edged, always wounds also those wh 
use it No, that is quite unnecessary, and is even harmful to 

prosperity, as we have seen. 
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For that purpose, however there will be instituted a so-called 
Welfare-Committee, consisting of very sensible and practical 
persons, fully aware of the fact, that true prosperity can only be 
reached, if the way which leads there is trodden, and the end 
reached, jointly by capital and labour. 

This Welfare Committee will have strict injunctions to raise the 
standard of living of the masses and that over the whole line, 
as soon as possible, in a sensible manner but very decidedly. 

On the basis of the data necessary for the purpose, they will 
try to fix the bearing power of the “production”, and whenever 
that bearing-power is considered sufficiently great, a rise in 
wages *) over the whole line will be fixed and carried out when¬ 
ever it should appear to be desirable and necessary, alternated 
with improvement in the labour conditions, and/or other social 
improvements, of which all the costs must be borne by the pro¬ 
duction. 

In this way, as the production increases, and the results of in¬ 
dustry become more favourable over the whole line, the stand¬ 
ard of living of the masses becomes higher, and with it, the 
so longed for prosperity increases. 

Now it is this very important and responsible task which will be 
laid on the shoulders of this “Welfare Committee”. For it will be this 
committee, which will have to direct the created purchasing-power 
and to have it distributed in such a way, that everyone, and especially 
all ranks of society, will get their due share of it, that is to say, 
neither too much nor too little, so, that no purchasing-power will be 
left unutilized. 

Neither too much nor too little. 

We have seen a world crisis arise, which, to a considerable extent, 
was caused by the fact, that the working class, the mass, was appor¬ 
tioned too “little” of the purchasing-power created... Of course 
that is wrong. But when, after the previous world war, the workers 
suddenly asked for “too much ', that was wrong too. “Too much” 

given to the workers would also lead to dislocation and ultimately 
to a crisis. 


J ) In which case of course, the already described system of “Welfare Bonus” 
must be applied, so that it is better to call this “increase of purchasing-power”. 



ENDING OF THE CONFLICT BETWEEN CAPITAL AND LABOUR 
T he correct equilibrium. 

So it will be the task of the “Welfare Committee" to look for the 
correct equilibrium, so that neither too much nor too little is given to 
either group, industrialists - capital - on the one hand, and the 

-* -aim, to » .heir ,mploye«s in ih. 
f . "welfare-bonus" - .he so-called di-.e. method - nat.ralb 
does not come within the competency of this committee. 

But the indirect method of that so-called welfare bonus doit. 

Superintendence of tax levy on industrialists' profits. 

It will further be the task of that committee to see to it that m the 
creation of new social laws, but also in the execution of public ork 
bv the state that this is done in such a way that the tax-levy on th 
rrofits of the enterprises necessary for this purpose is not foiced up 
to such a degree! that the energy and initiative hut also the willing¬ 
ness further to accept risks, is killed in the industrialists. 

This committee will also have to keep an eye on th ^ mve^tm . 
but let care be taken that the initiative is not unnecessarily 

7he handling of the economic regulator "Plan A . 

Whether at a given moment the time has come to begin dcniii r, 

.. zt 

all that will have to be determined by that committee At the very 

bud any beginning of economic depression. 

Looking after the workers. 

Further, ,h< .... of ^ -hole <W - J 

i„ .nl.r.rt,. i, ir.tur.lly enlr.irt.l to «»< 

ge The1 -SuS^peated - there will be an end of that wretched 
conflict between citizens of the same state, which has led to so mu 

^ UkTwTexperienced during this war period. 
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distress, so much hatred and envy, but above all, to so much poverty. 

* * 

* 


The youth. 

We will not conclude this chapter, without devoting a few words 
to the youth. 

With respect to the youth, social equality will be practised, which 
means that in the future, more than was possible in the past, by a 
system of selection, the “gifted", also of the least financially strong 
ranks of society, wil be given an opportunity to develop their natural 
talents to the highest possible degree. 

It is of great and consequently of general social importance, that 
all exceptionally gifted people in the whole of our society should be 
recruited in that way, so that no useful men and no talent should be . 
lost to the community. 



CHAPTER XXVII 


WAGE AND PRICE POLICY 


D ircctly after the termination of the war in the 
West, a sound wage and price policy should have been 
the joint European countr.es unanimously and 

Since, in the field of economy, there in jus( 

tion nor unanimity, this did not occur, t nc s 'rctance with the 

followed its own prices- and -wage policy, * C mcni of 

circumstances and the views of those who had the manage 

affairs. . . lX . r 'Sum'-isc of wages , 

On the whole, the policy followed is th. 

partly voluntarily, partly wrested y st.. cs. upW ard direction 

For a long time, prices have been mov.ng m an 
— in the Netherlands, the index figuic s 10 \ i /icrca sc in vnigcs 

with the prices of 1940 - and. in conscie nce of c£ thi , 

which have already taken place, and which are st.ll b 

upwards movement will still contm “ < :' r , th fact that the workers 
With an index figure already raise*Id-- ( C(jmprche „ s ible. 

desire greater “purchasing-powe. ^ > f wagc5 - does not bring 

and even to be approved. But because an increase in wages 

with it that greater “purchasing-po" ci , ‘ Q f living. In this 

makes producing dearer, and so the "purchasing-power'' 

way again a great percentage, i hat ncw demands will soon 

represented in the higher wages is i . notorious vicious circle 

be made with"res P ect to the wages, and the notorious 

begins to act. , , . • _ > mmc ourchasing- 

No, the workman would only iave o ai‘ ^ a d been muin- 

power if the wages of 1939, or the * cost pricc . and the woik- 

tained and if they had been me u e $ of fol - instance. 2aV at 

man had been given a “cost-of-living ’ • ’ ^ price policy of a 

the most, which was not included in t ic cos ^ which 

similar nature and purport should have becn^^, . llU1 

the manufacturers and the dea ers, ^ accustomed 

not be allowed to calculate higher profits than they 

to make in 1939. 
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In that way, it would have beer* possible within 6 months or at most 
a year again to force back the prices, and with them the cost of living, 
to the level of 1939. 

The difference between the price paid at the moment for the raw 
materials to be imported which would be required for the most urgent 
necessities of life, and what they cost in 1939 would have to be paid 
from an equalization fund to be instituted provisionally by the state. 

As to the expenses connected with the granting of a “cost of 
living’’ bonus not included in the calculation of the cost price, they 
would have to be met either by the profits to be earned, or from the 
profits made during the war — that is to say from the reserves — 
and if that is not possible then also from an equilization fund to be 
instituted by the state. 1 ) 

By acting in this way, the vicious circle would have been avoided, 
and the workers would have had considerably more “purchasing- 
power”. 

Acting in this way, in proportion to what the index figure would 
fall, the “cost of living bonus” could gradually be reduced, and fin¬ 
ally be absorbed and replaced by the so-called “welfare-bonus”, 
namely the share which the employees in future will receive in the 
profits — and so also a payment not included in the calculation of 
the cost price — as the reader has been able to find in the chapter 
“Prevention of the notorious vicious circle”. 

And so, in this way, the workman would, in the beginning, get the 
necessary increase in purchasing-power, and later on, his just share in 
the expected prosperity. 

* * 

* 

As had already been said, in most countries, in the Netherlands 
too. recourse has been taken to an increases in wages. But not suffi¬ 
cient attention has been given to the consequences attached to it. An 
increase in wages was held to be inevitable therefore it had to occur, 
and, that’s that! 


l ) As naturally the industrialists, as soon as possible, must make a reasonable 
profit, then, if their diligence and their spirit of enterprise are not to be too 
much bridled, a considerable percentage of the expenses connected with the 
cost of living bonus will in the beginning have to be met from the equalization 
fund. 



WAGE AND PRICE POLICY 




r>n S Tulv 1945 that is shortly after the end of the war in the 

wS. I ii-'- p«"> -•“ w “ 8 ' * 

(to the government) as follows: 

There is a rather general opinion, that a a s - -power. This 

Son that’rrare so m e priceTactors which 

are not influenced by this increase. 

1 will make the following reply to this: 

He,,., ,hi P , machinery arc P'" 

in wages will have a very great m ices of building materials 

cles. According to what I was told, P more probability 

will soon be raised 50%. As a conSC< J U ^ re than 95 ? c , than that this 

that the Prices )i se proportionately. And further, it 

rise will be less. The rents 1 -,rrnstoincd to earn some- 

m ust not be forgotten, that the 7^““ t of U. ton. 

thing on the wages he P a y s ’ an ‘ S " . disregarded is the fol- 

One factor that appeared to me t0 be ql " S £SS0r or con- 

lowing; that on articles w ic r ^“ c h ps carn somc- 

sumer via the wholesaler and -tade, 

P or the 

2 " 

every percent which then , in this way. what is 

2 % is discounted in the retail price. . in purchasing- 

left of the increase in wages, and so. of the increase 1 

power of the workers? , .• in France under 

But if the workmen receives a cost ot „ )a anf , cffcc . 

will be enough at 25*. 
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Even a 10% or 15% “cost of living bonus” outside the calculation of 
the cost price has more purchasing-power than a 25% increase in 

wages 

Financial consequences. 

The financial consequences are still more serious. 

For, after all, an increase in wages all along the line comes to the 
same thing as “devaluation” of the guilder, and that to a maximum 
of 20 %. But through this, only one group of the population is hit, 
namely those living on private means, those who have savings, those 
who have a balance at a bank, those who are living on a pension, 
and those who receive a payment from a life insurance company. 
Also a sort of capital levy. 

Another group, those who own goods, or capital goods as the case 
may be, see the value of their possession increase in value to the 
same extent, be it in. .. devaluated guilders. A gross injustice. 

When presently the Chancellor of the Exchequer comes with 
measures to liquidate the heavy war debts, and to pay the interest 
on them, he will already find a very great group in the population, 
which has already been hit twice in their purchasing-power, in the 
first case by the *42% rise in the index figure, and in the second place, 
as a consequence of the recently introduced 25 % incicase in wages, 
through which the index figure will rise still further, and the value 
or purchasing-power of the guilder will still further decrease. 

And only then, will it be the turn of the Chancellor of the Exche¬ 
quer with his measures. 

But then it will appear, that the purchasing-power, and conse¬ 
quently the paying power, have already been seriously weakened and 
absolutely unnecessarily and uselessly too, because the workman with 
his 25% increase in wage is not better off, and so will soon come 
again for a further rise, or will go on strike for it, as the case may be. 


A few figures. 

A 25% increase in wages will lower the purchasing-power of the 
guilder to such an extent, that it will be as if that part of the National 
Wealth which gives interest, will have suffered an appreciable loss, 
a loss of many milliards of guilders. 



WAGE- AND PRICE POLICY 


An example. , 

. x - <-p ■ president of the Nederlandsche bank. 

According to Mr. Trip, the milliard builders. Very 

the total national debt will soon amount to 23 mdlia dU 

^ to a reduction 

0f S sin gl c benc. 

f ' t No^o£^'course, h that e d^ebT wUHte somewhat reduc^. ^ut we have 

not yet taken into account other 'nteres y.eldm s c 
annuities, nor payments by insurance compan.es. nor mor e 

rents. . • r.ifurp the interest re- 

And so we may safely assume, t a ^ (he samc as if we 

ceived will be in devaluated, gui e capital which has 

received interest in guilders of 

decreased in value to the ext And SQ this IS> a s it were. 

full value, if the figure is not 5 miUiar d guilders, if not 

a decreasing of the National 

more. , i^rr^r will certainly not be ncces- 

But if, for 6 or 12 months ^ S tQ bc given, assuming 

sary — a “cost of living bonus o the $ tate ou t of an cqua- 

that 2 / 3 or V+ of this will have to e P likely a half milliard 

lization fund, then a few hue guilders, -it 

will be concerned. But even si > difference will that make to the 

will certainly not be more, ' v d , d 03 milliard. 1 ) And that 

—«, -KS»n - 

amount is only Vs. “ no1 lcs> * 
increase in wages, would cost. 

The psychological side. oecially 

The government would be in a much st ™ n « c ^ waffcS standard 

with respect to the trade unions, if it nld | n j living bonus of 

of 1939 or the beginning of 1940, on which a co5/ of 

say 25% was granted. . n observe, that those 

As it is, the heads of the trade unions will soon 

_ __ , „ oirp'idv mentioned how niK» 

V In the chapter “National Debts” we »urhing our economic organism, 
national-debts can be liquidated without distuim 
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increases in wages, bring very little, if any, increase in purchasing- 
power. New demands will soon follow, which will repeatedly have 

to be granted or_they will be obtained by the strike method. So 

the increase will rise from 25% to 50%, from 50% to 75% and from 
75 % to 100 %, just as in Belgium. There is no limit to it, and in 
this way we shall rush to a debacle. 

With a system as aimed at by myself, it will be possible to say: 

‘with this 25% “bonus for cost of living”, the workman received 
an effective increase in purchasing-power of an equivalent 
percentage. Now we can and shall reduce the prices to the level 
of 1939 by just as serious measures, and so there can not be 
any question of further “cost of living bonus . But that will not 
even be necessary, for the index figure will now soon show a 
falling line. Then it will gradually even be possible to reduce 
the cost of living bonus till it can pass into the “welfare-bonus” 
that is a share for the employees, in the profits to be made.” (see 
chapter "Prevention of the notorious vicious circle”). 

The policy at present followed by the government is that of the well 
known drifting with the stream, the allowing oneself to be driven 
by circumstances, and so the path of least resistance, which, as has 
already been proved but too often, leads to catastrophes. 

The other way, which leads back to the prices and wages of 1939, 
or the beginning of 1940, is a powerful policy, which gives guidance. 
In this, the government itself takes hold of the reins and forces our 
entire economic organism, in a fully justified economic way, into the 
right direction, and... what is a very important thing, this way is 
even much cheaper than the other. 

Only with such a policy will it be possible for us to get out of the 
bog and by taking this path, our government and with it the Nether¬ 
lands, would set an example to the other democratic capitalistic coun¬ 
tries, which would be worth following. 

Thus my letter to the Dutch government. 



CHAPTER XXVIII 


VALUTA STABILIZATION 


T he great chaos which prevailed in valutas m 

the years preceding the war makes it urgently necessary to " 
to this, once and for all, now the war is over. As a matter of 
where have the stringent laws of economy been so trampled under foot 

as in the world of finance, consequently in the \a uta vor 

When in the month of August 1940, a few months after h : oc 
pation of a great part of West Europe by German troops, P^ he l 
my peace program^) the outstanding feature of which was the already 

referred to 

“Economic Federation of European States . 

with its seat in one of the small, formerly neutral ^ iro P ca ^ * 
with an objective Government, as already stated. Nc' "»« ,e ^ 
neither a small minority of states would be in a P” s > 1 ce 0 . 

preponderating influence in this Union of States. In th P p 

gram — a Dutch plan — the 

Multilateral Clearing Institute -) 

was mentioned as the second important institution. Tim ^J , Q ovcrn . 

Clearing Institute was to be established annex to ic immediately 
ment Machine. In the aforementioned peace program, 

added the following points: 

1) In each state, a branch office will be established. 

2) Commercial representatives, from each of die 

pcan states, will settle in the vicini y 
ment and the Clearing Institute. 

') In August 1940 I published a paper nroln^m.'^hich.^eon- 

Eeonomy”, in which was included a c °n»plct l ^ ( 1 J, VeInptH i j n this book, 
densed into a few short points, tallies .w‘th e I « • nat ions to proceed 

I did all this, hoping that it would induce th n-iner were distributed 

to peace negotiator on its basis. 500.000 copies of this papci 

tin ^ lU'l' 


puauu uu ivo —- 

7 Already in my “Quo Vadis”-brochure which a r fer"l*^ F U ' ? *" 
auch an institution is described in the chaptei c 
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3) Permanent Exhibition Buildings will be established for the af¬ 
filiated states, in the place where the Federal Government 
Machine and that of the Clearing Institute are established. 

4) An international exchange to be held daily in a building to 
be erected for that purpose, will in the same place form a great 
international centre of commerce, and a very great commercial 
traffic will result from it. 

5) 1 ) Also lands situated outside Europe will send their commercial 

representatives to that central European Government and com¬ 
mercial centre. 

It was a pleasant surprise to me, when, three years later (1943), 
the well-known English economist, Professor Keynes, Director of the 
Bank of England — lately raised to the peerage — appeared with his 
now widely known plan for valuta-stabilization, a Multilateral 
Clearing Institute formed also the basis and the outstanding feature 
of this plan. 

Practically simultaneously with the Keynes plan, the American 
“White” plan was launched. In this “gold” was chiefly taken as a 
basis. As the reader will presently be able to see in the chapter on 
gold, absolutely the opposite standpoint is taken by me a strongly 
dissentient standpoint with respect to gold. 

Since then, both the Keynes plan and that of White have been 
replaced by a so-called plan of Bretton Woods, but which, in its chief 
points, closely corresponds with the original American plan, and in 
which, at least, “gold” has still been maintained. 

We shall refer to this further in this and the following chapters. 

A sound stabilization of the valutas. 

If, now the war is over, we wish to arrive at a sound, and, conse¬ 
quently, economically justified stabilization of the valutas, it will not 
he sufficient, relying on “might”, or, eventually on violence, to 
prescribe, or to insist imperatively on various new measures and 
stipulations, but we shall have to build up a complete economic 
organism, by means of which it will be possible to keep valutas stable. 

5 ) In the peace program already mentioned, these points were numbered 
6 —10. The first five were then devoted to the organization of the Federation 
itself. 



VALUTA-STABILIZATION 


The following are the requirements for such an economic organism, 
and, therefore, of such a future economic society. 

We shall make brief mention of the requirements for this, but shall 

refer more fully to it in the following chapters. 


International economic traffic. 

In the future, this will have to consist exclusively in an 
of goods, or in the rendering of “services \ 



Possibility of a supply of raw materials. 

It will have to be possible for every state to provide itsi.ll un 
harassed with raw materials — by means of barter or by rendeiin 
of services. 


O* 

o 


No monopolies. 

No trade monopolies will be allowed to hinder international ecu 
nomic traffic any longer. 


7he purchasing-power created. 

The “purchasing-power”, which is “created 1 ) during the piocess 
of production and distribution, up to exactly the same value as the. 
value of the products produced, may only be utilized for home use 
the more so because, as already mentioned, international economic 
traffic will be based exclusively on the exchange of goods, or the 
rendering of services. 


Capital-export. 

Capital-export, being the export of "purchasing-power’’ intended 
for the home country, is a pernicious thing. Capital for which thcic i* 
no employment at home, points to economic mal-adminislration. In 
the future, with correct economic administration, this need no longei 

exist. 

Colonies and dominions, however, will be looked upon as belonging 
to the mother-country. 

Commodity-export on long credit will have to be allowed undci 
certain circumstances. 


1 ) Better still: “re-distributed”. 



new world economy 


Gold. 

In the future, “gold” will be eliminated from economic traffic as 
“superfluous purchasing-power”, and so, harmful to our economic 
organism. We shall refer to this again presently. 

Stabilization of the Valutas. 

If, by acting as shown above, the way to a sound international eco¬ 
nomic organism is taken, the following factors will have to be taken 
into account in fixing the mutual ratios of the valutas. 

a) The difference in the standard of living of the masses in va¬ 
rious countries; 

b) The achievement potential of the population; 

c) The capacity and the efficiency of the production apparatus 
which each country has at its disposal; 

d) The unproductive burdens which rest on the production pro¬ 
cess in every country; (social burdens and state organism). 

In so far as it is impossible to take these factors into account in 
fixing the mutual ratios of the valutas, tariff-walls .will have to 
abolish the difference still existing. The more these tariff-walls can 

avoided, the better. 

It goes without saying, that, in the future, the thing is to strive as 
much as possible after conformity and equivalence in the various 

countries in the factors sub a d. 1 ) 

Valutas. 

So, as already demonstrated, in the future, valutas will no longer 
be linked to gold, from which they can easily break away, as has 

been shown clearly enough. 

In the future, there arc two possible ways to be followed with respect 
to currencies: 

1) An international unit-currency, with a national currency linked 
to it in a ratio to be determined later on. 


») The fact that there is much or little reparation to be carried out may 
have no influence on the ratio of the valutas. 
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2) A unit-currency, both for “international and national use 
too. 

The latter method can only be applied with respect to countries of 
which points a—d mentioned above are the same, or piactical 1 y the 
same, as in the case of the leading industrial countries. If this is not 
the case, then the method sub 1 should be applied, at least as lo/ig as 
those differences still exist. 

The system sub 1 is further elucidated below. 

The method sub 2 will be elucidated in one of the following chap¬ 
ters under the leading "Unit-currency, both for international and 

national use.” 


International unit-currency. 

For international commercial, or economic traffic, an inteinutio 
nal unit-coin will be created. This might have the value of the ranc 
of the former Latin Union. (50 cents Dutch currency), or of the former 

shilling and mark. (60 cents Dutch currency). 

This currency will be linked to all other currencies in a ratio to e 

determined later. 

This international unit might bear the name of 1 ax , a name 
which can easily be pronounced in all languages, and cou c JC 
breviated to the letter P. 


Tourist traffic. 

This also could be done in terms of the Pax. It would be possible 
to pay with it one’s hotel bill, for one’s petrol or one’s railway ticket or 
for one’s seat in the theater. One could do shopping in big stores with 
it. Post office and other public institutions would accept it. For smaller 
expenses one could buy at the stations on the frontiers envelopes con¬ 
taining say 10, 20, 50 or 100 pax small change in the coinage of l \c 
land one was visiting. On coming home, one could take what was e t 
of it to one’s bank, which would change it for the currency »1 one s 
own country, making a small charge for doing so. 1 ) 


*) See what is further to be read about this in the chapter Unit Cuucno 
both for international and national use”. 
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• Devaluation. 

Devaluation will be strictly vetoed. If, however, some state or other 
should devaluate, all the other states would deposit at the clearing- 
institute a percentage of the value of the import from the offending 
country, greater than the percentage of the devaluation. 1 ) 

As all international transactions will pass through the Clearing-In¬ 
stitute, it will be very easy to regulate all this. 

Labour as measure of value. 

Not gold, which as such has already failed so many times, but 
“labour” will, in the future, be the measure of value for the valutas. 
How that will be posible, will be elucidated in a separate chapter. 

Solvency of the states. 

The measure of the solvency of the states will be the “National 
Wealth”. The credit to be granted to a state will be a certain per¬ 
centage of this wealth — this percentage to be fixed later. See further 
the chapter on the “Solvency of the states”. 

Equalization fund. 

For every state an equalization fund will be formed. It will consist 
of 

equalization bonds 

which will have their basis, but also their cover, in the “National 
Wealth”. 

How, with a disturbed equilibrium in the balance of payment, 
this will be utilized, how the interest on these equalization bonds will 
be raised, and how the redemption will take place, will be discussed 
in one of the following chapters. 

Multilateral Clearing Institute. 

This was already mentioned in the opening part of this chapter. 

This institute, together with the Federal Board apparatus, will 
serve the entire future international economic traffic, and, if neces- 


') A fund will bo formed with these deposits whose destination will be deter¬ 
mined later on. 
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sary — for instance in case of disturbances — will exercise a benefi¬ 
cial influence. 

In this, the already mentioned five commercial institutes attached 
to the Multilateral Clearing Institute will prove to be of the greatest 
use. 


Deviations from already existing plans for the stabilization of the 

valutas. 

Below we shall give a short resume of the points in which this 
Dutch plan greatly deviates from the other plans foi the sta i ization 
of the valutas, hitherto discussed at Bretton Woods: 

1) The crux of the Dutch plan is the Multilateral Cleaving Insti¬ 
tute. However, this excellent institute was not accepted in the 
last Anglo-American plan of Bretton Woods. 



3 ) 

4 ) 

5 ) 

6 ) 

7 ) 

8 ) 


With the other plans, the "leading" countries have the most 
to say. With the Dutch plan, in which the Multilateral Cleat m n 
Institute and the Federal Board arc the two lea in p ,n> 1 u 
(which, as the reader already knows, aie both manatee q 1 
neutrally), there is no question of any state nor a sma ll ‘ iru 1 
of states, having either the most to say. oi the greatest m 

The Dutch plan is strongly opposed to “capital export as 

hitherto practised. 

“Gold” will be definitely eliminated, whereas it has been main¬ 
tained in the American as well as in the new Anglo-, mencan 
plans of Bretton Woods. ^ 

In this Dutch plan, "labour" is suggested as the "measure oi 

value”. 

In this plan, a “Unit currency’, which will save both foi 
ternational and national use, is suggested as the n>" st *' 
lution of the currency-problem. 

The unit-coin, as planned, will be called the I ax 

The "National Wealth” is used as the measure of credit to be 
granted to any country. 
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9) The “equalization-bonds”, also based on and even covered by 
the “National Wealth” will, in event of a disturbed equilibrium 
of the balances of payment, provide for a temporary equaliza¬ 
tion. However: 

10) the definite equalization, and so the sound recovery of equili¬ 
brium in the balance of payment, will be achieved by export, 
or by stimulating the rendering of services, of a country with 
a deficit in the balance of payment — if necessary, with the 
assistance of the commercial organs of the Federal Board ap¬ 
paratus or the Clearing Institutes, as mentioned previously sub 
1—5, and so not, as aimed at in other currency plans, by de¬ 
preciation of the currency — to a maximum of 10 % — of the 
countries with a serious deficit in the balance of payment. 

* * 

* 


Right of self-determination. 

Last year there were conferences in America at Bretton Woods, 
about those English and American plans for the stabilization of the 
valutas and a decision has already been arrived at. In this, the 
governments of the European Continental States which were tempo¬ 
rarily established in London, have been able to have their say. But 
it seems to me no more than fair, that the nations of the European 
continent, which have had to endure the blows of the war, which have 
assisted in the waging of the war, or which have had to endure the 
misery of occupation and who naturally will also have to bear the 
post-war burdens, should be given an opportunity, now the war is 
over, to give their opinion about the matter themselves. 

For ihe nations of Europe have not been through all the misery of 
two awful world-wars, and the equally great misery of the world 
crisis, only to be treated afterwards like infants who should be seen 
and not heard. But this would be the case, if, on the other side of the 
Ocean, already important decisions had been arrived at for the future, 
by the American and the English governments, together with the 
Governments of the Continental states, of which many could no 
longer be considered sufficiently to represent those states. 

For the least that those nations may certainly demand is, that such 
important subjects as the stabilization of the valutas have been judged 


1G2 
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or will be judged by “experts”, who have given proofs, or are 
giving proofs, of having fully observed, or are fully observing, the 
extremely stringent laws of economy. The same holds good for any 
decisions which have been arrived at, or will be ariived at. 

It is the writer’s opinion, that it is seriously to be doubted whether 
this has been the case with those valuta-conferences in America. 

* * 

* 

In the following chapter, a beginning will be made with one of the 
most important problems in the field of monetary policy, name v 
“Gold” problem. 



CHAPTER XXIX 


GOLD 


Is gold, used as “purchasing-power”, a useful or 
a harmful factor in our economic society? 

This question is, indeed, a very important one. The correct answer 
to it is of the very' greatest importance, especially for the construction 
of our future society. 

Now (his problem can be solved in two manners. 

The first method has been the usual one up to now. It is the one 
in which by a one-sided decison based on the serving of “self-inte¬ 
rest”, at least what is considered as such, a decision, supported and 
enforced by “might”, is arrived at as to whether or not gold is to be 
upheld. 

We shall discuss the second, and better method, presently. 

Now that the victory in this struggle is again with the Allies, on 
which side the voice of America is a very powerful one, it apparently 
is in the interest of America — which shortly before the war had in 
its possession about 80% of S5% of the whole world-stock of gold — 
to uphold “gold” in all its glory, also in the future construction of the 
world. America will also probably be powerful enough to impose 
its wishes in this respect on the other states — provisionally, at any 
rate, those of its allies — as its will. 1 ) 

We have already seen this tendency in the negotiations at Bretton 
Woods on the different plans for the stabilization of valutas, in which 
the English plan has apparently been driven into a comer, and the 
American point of view has triumphed. 

For England, who has very productive sources of gold at her dis¬ 
posal. in spite of that, does not seem to want to stick to gold so firmly, 
and, apparently, would even be willing to let it go. The fact, that 
the war has reduced England’s whole supply of gold to nothing 
and, that this has passed into American hands, will certainly have 
something to do with this, and so too will the fact, that America, 
owing to tins great possession in gold, which will be supplemented 
every year Irmn its own considerable possession of sources of gold, 

') During the war a moderate part of that American possession in gold has 
been removed giadually to other states, a.o. to South-American states. 
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will be able to exert a very great economic pressure on the world 
market and certainly on the world gold market, if gold should be 
maintained. 

Now this is what England wants to prevent which is easy to 
understand. 

America already has the most to say. 

But it seems that America, trusting to its tremendous might . but 
also, and particularly, to the power which it has also obtained over 
England in the war — especially as a consequence of the tremen¬ 
dous supplies to that country under the so-called lend-and-lease lau 

wishes to stick to “gold" through .thick and thin. 

According to the Bretton Wood-plan, it is even the intention to 
make it obligatory for every country to deposit a certain amount in 
a fund, of which a certain percentage must be in Gold . and to lie 
extent of either 25% of the quota, or 10% of the gold reserves. 

Of course, America thinks it splendid that most ot tho^ states 
which possess no gold-sources themselves, nor any longti hu\e got 
supply at their disposal, will have to borrow this gold from Amenta, 
and that this borrowing will considerably raise the debts oi t t 
states, which in some cases, they have already incurred to America on 
the “lend-and-leasc-pact". But, for the states concerned, it is, ol 
course, disastrous. For in that way. the chance for those slates to keep 
the paying-balances with respect to America in cquilibiium in future 
has become considerably less, with all the economic complications 

consequent. .. 

The whole national debts of those countries will a 5,0 \ CI ' 
considerably owing to that, and it goes without saying, that tiat 
very bad thing. 

That America, by forcing its will in that way, would gel a 
financial and economic ascendancy over all those states, s l Ka s 
itself. But naturally, that is undesirable. 

This is, as we have already written, the old method o P us ‘"G 

one’s own interest” with the aid of “might . 


The other and better method. 

But, the other method, the method in which, in the intioducti >i 
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this book, I stipulated for a correct, and consequently economically 
justified construction of a new and better world, is not based on the 
serving of self-interest relying on “might”. It is one in which the 
stringent laws of nature and the equally stringent laws of economy 
are taken as the only criterion. 

If, with those laws before them, the question should be put, as to 
whether or not “gold” will have to be applied in the construction of 
a future new and bettter world, the answer, as we shall immediately 
see, will be different. 

I do not hesitate already to give that answer here, and it is, that 
gold is a very harmful factor in our society, and has been so for 
already a long time. It is a factor so harmful, that it has a very great 
share in disturbing the economic even the political balance, the miser¬ 
able consequences of which the world has experienced the last few 
decades, first in the 10 years of the world-crisis, and then in this 
awful world-war. 

We shall elucidate all this later on. 

* * 

* 

A few words about the history of gold. 

Gold is found in many places in the world, but places where it is 
found in large quantities are few and far between. 

Sometimes gold is found on the surface of the earth and is freed 
of the surrounding sand and earth by “washing . But often it must 
be dug deep out of the earth. 

In such cases the “gold”, at least the earth containing gold, must 
often be extracted from the ground with great difficulty and at a 
great cost. 

After it has beta purified, and the pure “gold” remaining has 
been cast into so-called bars (of 12/4 kg) it is sent all over the world 
in that form. As gold is of high value, this transport is, of course, 
effected with the greatest possible precaution. 

Now practice has demonstrated that these bars of gold, after hav¬ 
ing circulated via many countries, and still more vaults in banks, 
have finally — as already mentioned, about 80—S5% of the 
gold-stock of the world — found their way into the treasuries of the 
U. S. A.. which, deep under the ground, somewhere in Kentucky, are 
safely stored away, so that theft is out of the question. 
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Putting it shortly, gold is extracted from the gold sources in the 
ground, and, after a longer or shorter journey, is put into the ground 
again, somewhere in America, and there it will piobabl) seep 

centuries. 

Now this gold has dominated our society for centuries: it has often 
brought joy and pleasure to those who possessed it, but has often 
caused considerably more deep human misery and disaster, m 1 
many wars, for instance, have not been waged foi the sa c ° 


7 he sources of gold. 

It is chiefly America and England — in South Afiica and Canah 
and Russia, that have gold sources at their disposal \Niti vcr\ 

production capacity. , 

Apart from the countries already mentioned. tKn - a,e s ' 
few, i.a. The Netherlands with its Indian colonies, which also a c 
sources of gold, but whose production is not ol any sigm Kunce. 

Consequently it is clear, that those three countries, consic c' ,c < 
nomically, owing to their possession of gold-sources, wou c \ e ir J ‘ 
very favourable position compared with othei countries. 1 ;r. 

should continue to play its old role in our economic organism. 


An unfair handicap. 

Inversely, all countries not possessing gold-soui ccs. , 

riously handicapped with respect to those thiee gieat 1< 

do possess them. , , m 

Here already is a serious cause for new economic fuai nit 

the future. , , m 

Gold differs in many respects from all othei piodiuts m t 
Every product has a certain trading or barter value, mt, t no , 
is subject to the existing laws of supply and demam . 

For instance, shortly before the war, we saw that a S P L ‘ 1 1( - 
product like butter could only be exported abroad to 

at a ridiculously low price. ( -.i 

90 million kg of our excellent agricultural products 
drawn at the auctions or taken to the dungheap, because eit iu 
were no buyers, or the prices bid were much too 1<>\'- 
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Gold is always salable 

even for the full price. 

But suppose that “gold” was suddenly found in the Westland, 
at any rate in places where many of those vegetables were produced, 
then a buyer could always be found for that, and always at the full 
price. 

Even America, which, — as already said — possessed 80%—85% 
of the world supply of gold, and so really does not need any mere, 
has always been obliged to take every offer of gold on the world 
market, and that at the full price. 

So that is where gold differs from all other products. But that 
enhances the advantage that countries possessing gold sources al¬ 
ready have, because with “gold” they can always buy, and they can 
always sell gold at the full price. 

There are still more points in which gold greatly differs from other 
products. 

Limited and unlimited “life”. 

Every product has a limited “life”. For one, it is only a few 
moments, for others days or years. There are products, as we have 
already seen, that defy centuries. 

But for all that, they all come, sooner or later, to the end of their 
existence, on the rubbish heap or at the hands of the demolisher, 
either by consumption or by being entirely worn out or used up. 

It is again a different case with gold, (with precious stones too x ) 
something of which does get lost, but then never more than an insig¬ 
nificant percentage. For the bars of gold, as these are utilized in the 
finantial world traffic, which remain eternally in the treasuries or in 
the vaults of the banks, only to be transported from time to time to 
other countries, and into the vaults of other banks, are indestructible, 
and so everlasting. At most, a few are sometimes lost in a shipwreck, 
during transport. The amount of gold used in the ornament industry, 
or for medical purposes, or the making of gold coins, is only a very 
small percentage. 

') We can eliminate these further, because they are chiefly used as ornaments, 
and arc only utilized in times of crisis or of war as investments. Industri¬ 
al diamonds can also be left out of consideration here, as they are a help 
in the production. 
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So gold is everlasting and that is a very important factor in 
judging whether it is useful or not in our economic society. 

Gold as “purchasing-power". 

Now, however, we come to another very important lactoi. one 
which we have already mentioned many times, viz. the tact <h^t 
“every product creates its own value in purchasing-power . 

So gold does that too. 

In the case of every other manufacture, alter the production P ro 
cess a product remains, which disappears after a longei oi shoitci 
period, and, it is true, this product has a certain trading 01 buiUi 
value during its existence, but which is never looked upon as definite 
“purchasing-power”. But “gold" after the end of the inunuLn <-<i .n. 
process, that is when it is lying as bar gold in the vaults of tlu • aI, y- 
is “purchasing-power” of itself and, then, indesti uctible. con^qiK n» > 

everlasting “purchasing-power”. . .. 

So, during the process of production, it creates liist its own ui 

value in purchasing-power, just like every other product, but al up¬ 
wards retains its full value as “purchasing-power” and that even 

for ever. 

In the production process of gold, actually the double \a ue o 
the gold in “purchasing-power” is created, and in answering the 
question whether gold is a good or a bad lactoi in om econom.c 

this is of the very greatest importance. . . 

For now we all know, that “during the process oi P‘ u<-Lon an 
distribution already sufficient “purchasing-pow-ei i, tiealet 
enable all products to reach their ultimate destination tin- 11 
or the user of the product. 

Well then, « this is the case, we do not need the purchasmg-pow < / 
which is represented in “gold" itself, which, moreover, is mdestnu- 

tible, and so, everlasting. 


“Purchasing-power" of gold totally superfluous. 

And consequently this gold-purchasing-power is quite supciflu ^ 

in our economic society, and everything that is supeifluous is 1 

and even disturbing lor Hie 


/ 

niuch”, and so, on that account, harmful 
equilibrium in our economic life. 
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From this it quite clearly appears, that gold is not only not a very 
good, but is even a very bad factor in our economic society, and so, if 
we want to construct a new and a better world, then it must remain 
unutilized, except for articles of luxury, and for medical purposes. 
As I have already written, if we only see to it, that the purchasing- 
power created during the production and distribution process is well 
apportioned among all ranks of the population, and so, in the most 
effective way in our entire economic organism then there can never 
be a shortage of purchasing-power, and — provided the production 
adapts itself to the demand — not one product will ever have to re¬ 
main unsold. 1 ) 

Then gold as “purchasing-power” is quite superfluous, and as 

such, ought to be eliminated. ^ . 

That the utilization of the perfectly superfluous ‘‘gold’ , in spite ot 
all this, has resulted in a dislocation of our economic society, is easy 

to understand. 

That the dislocation caused by this entirely unnecessary gold as 
purchasing-power in our society has not caused still greater mischief 
than it has already done — for the world-crisis is also to be attributed 
to the dislocating influence of gold — is a result of the fact, that 
fortunately the much greater part of this entirely superflous “pur- 
chasing-power” which is accumulated in the whole world-stock of 
gold, remains unutilized in the vaults of our banks or in the treasure 
rooms of the Eastern princes. 

And, fortunately, in those vaults and treasure-rooms it does no 
harm. 

Pur chasing-power from the time of Solomon . 

But, reader, just calculate what the harm would be, if all that gold 
of centuries and centuries ago, and so, also the “purchasing-power 
created by it in the days of Solomon and the Aztecs, was suddenly 
made use of as active purchasing-power in our days. What a chaos 
that would cause. 

And yet America is well on its way to do so. For, not knowing 
what to do with all that gold in its vaults, it wishes to force a great 


*) Presently I shall show, that we have also to see to it, that no “purchasing- 
power” is exported in the form of foreign loans. 
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deal of its “gold”, and with it the purchasing-power it represents, 
.on all the states participating in the future re-construction. 

But that must end in another catastrophe. And all that, whi c go 
itself has demonstrated its own error, by. shortly before the war. 
accumulating up to 80 %-85 % of the total worldstock ,n the vaults 

of the banks of only one country, namely America, i ■ • 

doing, gold has already actually, practically spea in r . c im 
itself, and now America is endeavouring to prevent tins, in 

manner described above. 

And so, American “might” alone would be in a position once more 
to force the circulation of the gold, and so the supei uous pm -> 

power, and, by so doing, to repeat the economic imsta c 

such disturbing effects. 

We must prevent this by every possible means. 

Accumulated " labour ” of past centuries. 

For in its value, gold represents nothing hut accumulated labour 

»». m 

labour of the days of king Solomon and the / /Ucb ' . . j U( | 
society, we have “labour" enough — during the " or 1 cn ‘ •• 

even much and much too much - and so can turn on 
enough, and with it can create enough new pure iasin 0 .. vha . 

that now we no longer need this accumulated a om a ,j ct | v 

sing-power” of past ages. Let America allow it <> KIU 

in the vaults for ever and a day. 

The only economically justified method. ^ 

This would certainly be a tremendous loss foi A in< - ,lta ' u>c 

we start to build up a new world by repeating a mis J 1 N . j v 
have been making for centuries? Certainly not. It appeal 'e 
from this, that the world economic traffic must >c > asLl * , 

on the exchange of goods, of goods and services ) an< " • 

Moreover it must be seen to, that the balances of pa>mcn s 
equilibrium. That, and that alone, is economically justi m • 

All that exchange of gold, that tinkering witi \a u 

1 ) Tourist traffic is also to be included among 
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long foreign loans, is not economically justified, and leads to the 
dislocation of our world economy. Let us then put an end to it as 
quickly as possible. 

How the equilibrium of the paying balances of the states will have 
to be maintained, has already been described in the chapter on Valuta 
Stabilization, and that will again be referred to in one of the following 
chapters. The reader saw already that this takes place both by ex¬ 
change via the Multilateral Clearing Institute, of equalization bonds, 
and by stimulating the export and the rendering of services on the 
part of the country with an unfavourable balance, if necessary, with 
the assistance of the institutes for that purpose, connected with the 
Federal Government. 

The fact that people deviated from this good rule in the years pre¬ 
ceding the war, and also that America supplied many more products 
to other countries than it received from them, is the cause of the 
accumulation of that SO c /c —S 5 % of the world-stock of gold in its 
vaults, owing to which, gold, practically speaking, already elimi¬ 
nated itself, and demonstrated its unsoundness as stabilizer, as 
regulator, and as equalizer. 

It must be repeated, only by testing all stipulations and measures 
by which we wish to construct the future world by the stringent laws 
of nature and the stringent laws of economy, and banning them irre¬ 
vocably, if they are in conflict with those laws, can we hope to build 
up a new and better world — and in no other way. 

One wrong measure — as I have already said — in a new plan 
of construction, and all the other peace-work would be fruitless, and 
a new catastrophe, worse than the former, would be born of it. 

Well, such a wrong measure would be: the continuing to utilize 
“gold” in the post-war world. 1 ) 

Disadvantages compensated by greater advantages. 

I have already said, that it would be a great loss for America, 
if all the gold which has accumulated in its vaults should become 
piactically valueless, if, in the future construction of a new and better 
world, it should no longer be recognized as “purchasing-power”. 

) Once vnoie: Naturally gold for ornaments and medical purposes is not 
meant here. 
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Yet, may I have succeeded in this chapter in marshalling the eco¬ 
nomic evidence to demonstrate that gold is an unsound economic 
factor, a very harmful factor even, which ought to be irrevocably 
eliminated; may this evidence be the cause of all those Amciican g"ld 
stocks becoming valueles, against the loss, that America would sutler, 
at the same time there has been pointed out to America bv me. a* 
the designer of this “New World-economy the way to create lasting 
prosperity” there, by applying Plan A, B and D and that is of ini ini 
tely greater value, than all that American gold-stock put together 

Therefore, may I be allowed to advise the President of Amu tea, 
eventually together with his State Secretaries, caretull\ to ic iea 
what is written on this point in the chapter The Lmtcd StaUs 

North America.” 1 ) . 

Further, it will prove to be of inestimable value, if-• • A c iml 
mating “gold” for good and all, the world, now the war is over. w> 
be built up before long on a much sounder basis than w ith * ■ 
only without gold can the whole world tread the path "hie 1 lca( s 

“lasting prosperity”. 

Let people in America bear in mind that they. "'*• 1 11U1 tiunu 
dous wealth of treasures of the earth, with their immense pu < u<n 
machine, will be much more benefitted by a piospuous an ] 
and a prosperous world which would be able to absoib l k • 
products on a large scale, than they would be by a Lumpe " 1,1 1 
consequence of unsound economic measures, such as foi inst,.me. 
upholding of gold, would again face a peiiod in "hie i. a tu a 
revival owing to the reparation of war damage, a depiction 
come, a Europe, and so a world, with little purchasing-power, am. 

unable to absorb many (American) products. 

No, America too, can only be bcnelitted b> uniseisa pi 1 

And so let America, if necessary to achieve that, put up " >> 1 S1 11K 
sacrifices, both financial as well as those that mean “loss «»l nm.n • 


1 ) And 


get into touch with the department for Social Affairs, and 
F »nance, in Washington, and especially with the La c L h■ “> t . onv „ 1 , ;int 
'Be departments and the latter mentioned in 


or those departments ~. 

with the “Quo Vadis’’’-plans. 


CHAPTER XXX 


LABOUR AS MEASURE OF VALUE 


F or a long, a very long time gold has operated 
as the “measure of value” for the valutas. Stockbrokers of the old 
school cannot, even to day believe that any other measure of value 
for valutas is imaginable than gold. And yet, in this function, it 
has often failed during the last few decades. 

We shall not repeat what could be said about gold, in that capa¬ 
city. In the chapter “Gold” we have sufficiently demonstrated the 
value, or rather the uselessness, of gold both as “stabilizer” and as 
“measure of value”. 

There will even come a time, a few years after we have broken 
away from this foolish fairy-tale about gold for good and all, that we 
shall look back with a smile on the time, that not only was gold sur¬ 
rounded by an aurcol of stability, but it was also looked upon as the 
"rock” which would defy the ages, and to which we could chain part 
of our so mobile and sensitive economic organism — our valutas — 
anil by so doing ensure the same firm stability for our means of 
payment. 

Practice has shown only too clearly that this was not so, and not 
much will remain of the fairy tale that was called “Gold”. Very 
likely, nothing but the memory of all the misery it has brought into the 
world, net to mention the rivers of blood which have flowed for the 
sake of gold. 


Labour as stabile measure of value. 

It is only "labour that stands firm as a rock, and is at the same 
time everlasting. 

We are not here referring to the labour which was formerly per- 
fot//ml, and which, as we know, is represented not only in all still 
existing products, but also is accumulated in “gold”, but we are refer¬ 
ring to the labour which we perform to-day and shall be able to 

perimm in the future. For so long as there arc human beings on this 
earth, labour will be pc? funned. 

I Ins labour is not performed by man only to provide for his liveli¬ 
hood. but it is also necessary to keep him sound in body and mind — 
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this is especially the case in countries with a mild or a cool climate and 
certainly in the countries where the intellectual level of the popula¬ 
tion is high, or fairly high. 

“Labour” will consequently have to be performed through all 
the ages. Therefore it will prove possible to make labour the firm 
“stabilizer”, and at the same time the "measure of value , and that in 
the following way: 

Levelling of the standards of living. 1 ) 

The standard of living of the working class in the various coun¬ 
tries producing on modern lines, such as France, Germany, England, 
the Netherlands, Belgium, the Scandinavian countries, Switzerland 
and Italy (the Northerly industrial center) will be levelled, naturally 
upwards. 2 ) (Plan B of “Quo Vadis?”). 

The division of callings into classes. 

The most important callings will be subdivided internationally 
into classes. 


Standard wages. 

A standard wage will be fixed internationally for the lowest class 
of calling (Class A) which requires the least capacity and no schooled 

knowledge. 

This standard wage will vary in accordance with the expensivene: 

of the town lived in. 

Class A. the most expensive centers 
Al: the less expensive centers 






A2: the least expensive centres 


For each higher wage-class B-C-D-E etc. a bonus, of say A c /c for 
each class higher, will be fixed. 


*) What now follows was, for the greater part, published m Augu.- 
the paper already mentioned. , , . 

2 ) The standard of living of nations with a lower standard > nI , ’ 

the Balkan nations, — will be raised as soon as possible, but in a sen>i > * 
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Social laws. 

These, too, will be fixed internationally, so that the cost will fall 
equally on the cost of production. 

In that way, the same labour, but also the same product, will cost 
the same in the above mentioned countries, only there will still re¬ 
main, to a greater or smaller extent, a difference in the rational pro¬ 
duction. But every country and every enterprise will have that in its 
own hands. 

It will then be possible for tariff walls and obstacles to trade to 
disappear, at least, if care is taken, that there is no over-production, 
and consequently no crisis 


Labour as measure of value. 

Acting in this way, it will be possible to take “labour’* as the 
measure of value, as appears from the following example. 

Suppose that the international standard wage that will be fixed 
for calling class A’\ is fixed for the Netherlands, (for the most ex¬ 
pensive centers) at J 24.— lor 48 working-hours, that would mean 
that one hour of work was remunerated by 50 cents, but also that 
one II. represented 2 hours of work. 1 

For Switzerland, for instance, with its franc of 50 cents (Dutch 

currency of about 1930; 1 working-hour would be remunerated by 

1 franc, and so the franc would represent the value of 1 workinghour. 

Since the ratio ot the guilder to the Swiss franc was originally 2:1, 
this calculation tallies exactly. 

“Labour” Vandalized in that manner, would prove to be the most 
correct measure of value for the valutas. The more so, as standard 
wages and classilications fixed in such a wav. can be maintained for 
scores ol years. Such a stabilization of valutas has onlv to be carried 
out once, and, then, shortly after the war. 


in Her remuneration for labour. 

I he standardization of wages in such 


a way, need not be an ob- 


') The amount of f 24._ 

these lines wore written, 
i working-hour costs 02,5 
working-hours. 


as taken by me for convenience sake. But since 
wages have been raised by about 25'r, so that 
cent-, and the value of a guilder represents 1,6 
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stacle to a better remuneration of labour, consequently a raising of 

the standard of living of the working classes. 

Only, we must continue to bear in mind, that a rise i g ’ 
carried out hitherto, resulted in a rise in the pnces of the product , 

and consequently raised the cost of living too. .. .■ 

We have already stated that this again sets m actio 
circle and so makes the rise in wages which had already taken place, 

10 wfIS that mistake, which can he done in the 

In th/firs/place, by further rationalizing productioni m tire futm-e ; 

and so producing still more cheaply, so that the puic o ^ 

in all ranks of the population will become automa ic. J j n ,j ie 

But the principal source of raising the ' purchasing-p ^ 

future will consist in a share that the emp °V CCS ' , 

advantages - the profits - which the process of production > 

and that in the form of the 

’’Welfare Bonus" 

already mentioned and described, either in its direct oi 
Plication, very likely in both. As the "Welfare Bonus .s a r«n» . 
ation of the labour, not included in the caku ation o t - cac h 

the price of the article remains unchange , anc conb c(llI i va lent 
such increase of remuneration ol labour reprtsen y ^ 

increase of the purchasing-power of the woi man. 01 c nn rkct 

Fluctuations in the prices of raw materials on the woild^maike, 

will continue to occur, and so continue to in uence ..rr cc t a l. 
products. But, in this way, every country will be equa > 

It will, however, prove possible, by means of an ^ernatumaMass., 

fication and standardization of wages stdl fuithcr r matc . 
through, to temper the fluctuation in the world-pi kls 

rials in the future, considerably. , 

At the same time, in the manner here described. >t wi 

to prevent, in the future, a country with a lower s am au ^ 

from seriously competing with another land, so t a m 1 
of this, in the future, too, still higher tariff walls should prove to 
inevitable between the countries producing on mot cm mo. 

But as to the principal thing, the price, which in future will pa 
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for “labour”, this will always remain the same, at least that part of 
the price, which is included in the calculation of the cost-price — and, 
after all, that is just the issue. That is why “gold” too, those blocks 
of “accumulated labour formerly performed”, will have to retire 
as measure of value in favour of the “labour” which we shall perform 
in the future. 

In this way, we shall, at long last, have found the immutable 
“measure of value” for our valutas. 1 ) 

1 > Would it not be desirable, as yet, to add to the Dutch-Belgian toll union, 
what is written in this chapter? For such a toll union might prove to be a 
risky experiment for the country, with the highest standard of living. 
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CHAPTER XXXI 


UNIT CURRENCIES BOTH FOR 
"INTERNATIONAL” AND "N A T I O N A L" 

USE 


In a plan for the stabilization 
made by me in 1940 , I described what, in my opinion 
ideal solution of the currency problem. 


of the valutas 
. was the most 


the unit currency 


both for international and national use. 

All European states coining into consideration for this, won < t un 
have one currency of the same value, something like the lu.m 

the Latin Union at the time. . , 

By all states coming into consideration is meant, all lountucs 

which the standard of living is on the same level, oi about t u saI1K 
level. In the first place, that means, ol course, the leading in« ustna 
countries working on modern lines, tor the remaining <ountnes. i K 
system of an international unit currency, with a national unteniv 
coupled to it in a certain ratio, is for the time being. preleraMe. 

For such a unit currency, also for international use. a l,,m ‘ ‘ * 

value of the former gold-franc (at) cents Dutch cuiiems) woo 
most applicable, or a coin corresponding in value to tin P'^ 1 
value of the shilling,’) or the Reichsmark ((»() cents Dutch amemy. 

However, every country could give to that umt-eui icn< >. ^ nr 
would serve for national as well as for intemaluma use. 

of the coin it has hitherto used. . . , . 

The name “franc” could be used for all countiies 

hitherto used the franc, the lire for Italy, the Maik bu ' 

the shilling for England and Austria and the guilder toi > L 
lands. But it would be much better to make the name o 

uniform, for instance, to call it the ‘ Rax . . . . . , (( 

All those coins would then have the same \a ue, e 1 1 lei 

cents Dutch currency, former gold-value. 


*) Very likely England could decide at the name time to 
monetary Bystem the decimal system, with the shining * ■ 


introduce into it> 
the h.'iAis• 
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But each country would keep to its own monetary system and 
naturally, to its own bank-notes. We shall immediately show, how 
that is possible. 

As international economic traffic will, in the future, be effected 
exclusively via the clearing institute *) by which any deficits or sur¬ 
pluses in balances of payment will be settled by the already mentioned 
“equalization bonds”, the bank-notes and the small money of such a 
unit currency will be destined exclusively for home use. At most, it 
will be possible to utilize the bank-notes for foreign travel. In what 
way that will be possible, will also again be referred to, immediately. 

The name “Pax” which is intended for international use, will ex¬ 
clusively be used by every country for offers abroad, for invoicing 
and for collections for export consignments. 

Naturally this will be the case, if there should be an international 
unit currency, which is at the same time national, as planned by me. 

A middle course is easier but not better. 

A middle course, as proposed in the Keynes stabilization plan, 
namely, a unit currency with currencies coupled to it for each coun¬ 
try separately may, very likely, be easier to introduce, but, in the 
long run, a unit currency both for international arid home use, as 
described in this chapter, is, of course, much to be preferred. 

It would, of course, only be possible to introduce such a drastic 

modification in the monetary systems of the diverse countries without 

too much disturbance, at one and the same moment, and that would be 

shortly after the war. Because, then, the economic organism of each 

country will have to be entirely re-organized, and adapted to the 
new situation. 

Once such a measure should have been decided upon, and the choice 
have fallen on a unit-coin of the value of 50 or 60 cents Dutch cur¬ 
rency (gold-value) -) then a transition period, in which the old cur¬ 
rency could be exchanged for the new, would have to be accepted. 

for that purpose, a ratio will have to be fixed between the old and 
the new currcncv. 

During that transition period, it will be possible to speak of old 
guilders and new guilders, or old francs and new francs, etc. 

at l east * in accordance with the plan designed here 
) That 1S to say, the old gold-value. 
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Conversion “will be necessary. 

At the moment that the new unit-currency is introduced into t e 
various countries, all debts, or claims, will have to be converted 
from the old currency into the new, and that in the ratio fixed. 

All wages too, will immediately have to be fixed in the ratio ot 

the old currency to the new. 

If the way projected by me with respect to the remuneration of 
“labour” should be followed, namely, the international grouping ot 
the principal callings into classes, and also the international fixing o 
a standard wage for the lowest wage classes (class A). ’ a onus 

for the higher wage-classes, such a conversion as meant above can. 
for the greater part, be omitted, for the wages in the countries coming 
into consideration will be modified all the same, anti, naturu >, 


«Y 
O 


mediately adapted to the new currency. 

All wholesale and retail prices will have to be immediately con¬ 
verted into the ratio determined upon. 

Fixed rates will have to be modified. 

Railway tickets, tram-tickets will all have to be printc a 0 ain, 
new postage stamps issued, and, during the pcrio o ransi 
will have to be adapted to the new currency, if P 0SSl e * ^ ' 

this printed or stamped on them. Very likely it \\i e P°* sl c 

manage things by means of a general announcement, in w 

ratio of the old currency to the new is stated. > 

The difficulties in commerce and industiy wi not )c D * ’ 
cause, there the price of articles with fixed retail-piices \e so 

called “mark” articles, will, after the war, have to be calcula cd agai 
on a new basis, because, probably, the prices of raw matena s \ i 
quite different from what they were before the war and the.e is 
a chance of higher wages, and higher costs on the w 10 e, 
that time. 

So that, people will have to adapt themselves to the new situation, 
and that can be done just as well directly with the new currency 
. Therefore it is evident, that the introduction of a unit-cui i ency 
national use too, need not meet with so many difficulties, pro\u ec, 
change takes place soon after the war. If this should be clone, o com: 
a unit-currency for both national and international use as 
advantages over the middle-course of a unit-curiency oi in ci 
national use only, as already mentioned. 
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A unit currency on those lines will, of course, contribute in no 
slight measure to making European unity still closer. 

As already said, the introduction of unit currencies, for national 
use as well, does not exclude the other plan for introducing unit cur¬ 
rencies, with currencies linked to them in a fixed ratio. For countries 
with a deviating (too low) standard of living, this way will even have 
to be followed for the time being. 

To be recommended for countries with a high valuta. 

For countries with a high valuta, a unit currency, also for national 
use, is certainly to be recommended. For it has appeared sufficiently 
in practice, that countries with such high valutas as, for instance, 
The Netherlands with its guilder 1 ), always have a higher standard of 
living and life in such countries is consequently much dearer than that 
in countries with a lower valuta, as for instance France with its franc, 
and Italy with the lire. 

The foreigner especially has experienced this. 

This will problably remain so, in the case of a currency exclusively 
for international use coupled to the original currency of the country 
in a ratio to be fixed later, in which the Netherlands would maintain 
its national currency, which is of high value compared with that of 
other countries. 

And so, a unit currency, as projected here, also for national use, 
would greatly advantage tourist traffic in our country. 

The necessary attention should be paid to this project. 

Once again tourist traffic. 

1 refer to what has already been written in the chapter on “Valuta- 
stabilization” in connection with the use of the national unit currency, 
also for tourist traffic. This need only be slightly modified in order to 
make it suitable for the unit currency for national use. 

“Tourist traffic, too, could be effected by means of this cur¬ 
rency. It would be possible to pay one’s hotel bill, for one’s 
petrol, one’s railway ticket, for one's seat in the theater, and 
to do one’s shopping in the big stores with it.” 

’) America, with its dear dollars, is not included, as it is not part of 
Europe, although there would not be the slightest objection and it would 
even be much to be recommended if America too, should fall in with such a 
currency system. 
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“Post offices and other public institutions would accept it. 
For small expenses, it would be possible to have at the frontier 
stations envelopes available, containing 10, 20, 50 and 100 
units in small cash of the national currency of the country to 

be visited.” 

“What is left on one’s return home, is taken back to one's 
bank, which changes it for one’s own national currency for a 
slight indemnification.” 

For tourist traffic, people would only be allowed to make use of 
the bank-notes, and not the small change of the national currency. 

The best thing would be for all countries using the international, 
and at the same time, national currency, to have one and the same sort 
of bank-notes, with the name of the country concerned, printed in 
bold type on both sides, in the middle, in a coloured space for that 
purpose. For each country a different colour. 

Once the national bank-notes have been spent abroad, they may 
not be put into circulation again. Every-one who receives such a 
bank-note, or bank-notes, whether he is a hotel-keeper, a post-office 
official, a railway official or the keeper of a store must present it. 
as soon as possible, at the nearest bank or post-office for exchange. 

The branch-office of the Clearing Institute in each country collects 
all such foreign bank-notes, and sees to it that they return to the 
country of origin via the Multilateral Clearing Institute. 

The small change. 

As to the small change, which is destined exclusively for home use 
in each country, it would be possible for there to be a certain uni¬ 
formity in this too, by making four kinds of coins namely, round, 
square with round corners, hexagonal, and octagonal 

It would be possible to have more variations by making a hole in 
them, in which way we should get twice the number. But that will not 
be necessary. 

There would further have to be an investigation into the technical 
possibility of having the coins provided on one side, or on both sides, 
with a clearly coloured rim, on which the name of the country of 
issue is printed in bold letters. It would very likely be possible to 
effect the colouring by means of enamel, in such a way, that the 
colour docs not wear off. 
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In such a way, it would be impossible for such a coin to get across 
the frontier without immediately being noticed. 

But then there would be a certain uniformity in the coins of all 
European countries. For they would only have to be in four shapes, 
stamped as mentioned above, to be provided with coloured rims in 
different colours, for instance red, blue, black, green, yellow, orange 
and white. 

What is written here, of course holds good in the first place for 
the standard coin, for instance the franc, the mark, the guilder, the 
lire and the shilling. But, naturally, each standard coin would have to 
be sub-divided into smaller units, 34. Vio, and 1 /ioo for instance, for 
the Netherlands 34 guilder (our kwartje) (approximately 534 d.) Vio 
guilder (our dubbcltjc), (approximately 234 d.) and Vioo guilder our 
cent, (appr. one farthing). 

Of course the “stuivcrtje” (appr. 1 d.) which is so convenient, and 
the 234 cent piece could be added to the list. 

But also the coins of a greater value — as, for instance, 234 times 
the value of the standard coin — our rijksdaalder —, and five times 
the value of the standard coin. Higher units can, and naturally will, 
be in the form of bank-notes. 

So that too could be carried out practically uniformly in the manner 
planned here. 

The ideal in the field of currencies would be reached also by estab¬ 
lishing uniformity in the name of this national currency of the standard 
coins “Pax” for the standard coin. 


Paxo for 34 pax 
Paxy „ Vio 
Paxa „ Vi,jo 


Naturally for the 5 cents and 234 cents piece, respectively 5 paxa 
and 23 2 paxa. If desired “paxu” for the “stuivertje”, and further: 


“Apax” for a coin having the value of 2.14 pax 
* Op a * lor a coin having the value of 5 „ 



CHAPTER XXXII 


INTERNATIONAL ECONOMIC 

TRAFFIC 


In the chapter “Valuta stabilization , the fol¬ 
lowing may be found with reference to international economic tiaffic. 

“This will consist exclusively of exchange of goods and the rendei 
ing of services.” 

We can immediately add to this: 'And also there will ha\c to be 
energetic striving towards equilibrium in the balance of trade, even 

towards equilibrium in the balance of payment. . 

The stringent laws of economy are very seriously 1 1 ifled witi m 

international economic traffic. 

That a sound international economic traffic may exclusive y ton 
sist in the exchange of goods and the rendering ol sen ices tounsn 
comes to a great extent in the latter rubric — arises from the at . 
that, as we already know: 

”A product is the sum of raw materials costing nothin,-,, an 
energy, of which only the human energy and the rendering 
of other services is remunerated, and determines tie pine 
the product.” 

From this it can be concluded, that the export of goods is nothing 
else than the export of “labour”, and that the import ol goods is a >" 

import of “labour”. r ^ , 

The rendering of services, too. is nothing but the pa human 

labour”, in some form or other. 1 ) 

And so international economic tralfic is nothing but an cm ian g c 
labour” namely: labour formerly pcrlormed, just pci burned am 
labour yet te be performed, and the value of such exchange <*ug >• 
naturally to be equal. 


J ) The lending of money, too, is a rendering of services for this is 
lending ‘‘purchasing-power”, obtained through labour, but, licit., 
be left out of consideration for a moment. 
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Up to now, this has not been the case. And so, as soon as there 
was a disturbed equilibrium in the balance of payment, then this 
difference was removed by means of “gold”, and the equilibrium 
restored. 

A few words about “gold" again. 

In a previous chapter we have already shown, that “gold” is a very 
harmful factor in our economic society, and so, ought to be eliminated 
as soon as possible. . 

It has appeared sufficiently clearly, that, here, we had only to do 
with a makeshift, which was ultimately characterized as unsound 
by its accumulation in one hand. 

To take America, again, as an example. In that country, before 
the war, the majority of the world supply of gold was amassed there, 
as a result of the fact that America had supplied other countries with 
tremendous amounts of labour, and had received in compensation the 
unsound “gold”, unsound because, in the first place, it is entirely 
“superfluous purchasing-power”, and, moreover, represents masses 
of labour which was formerly performed, often very long ago. 

And now this is how we have been acting in a world in which 
15—25 millions of unemployed have been asking for work, and have 
not got it. 

* * 


Moreover, if a country has no stock of gold and does not possess 
gold-sources either, then it must “borrow” this gold from other 
countries, which, as we already said in the chapter “National Debts”, 
in its turn has very a-social and uneconomic consequences, irrespec¬ 
tive of the consequences which we shall describe in the chapter 
“Capital Export”. 

Capital export. 

But the balance of payment was also settled in another way, namely 
by “capital export”, thus by loaning money abroad. Well then, we 
shall show what bad consequences are attached to this too, in one 
of the following chapters. 
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Devaluation. 

By the new Anglo-American plans for the stabilization of the 
valuta, “devaluation” will continue to be used as the means lor re¬ 
covery from lack of equilibrium in the balance of payment, and that 
to a maximum of 10 %. 

Now, I consider this the most unsound method of restoring the 
equilibrium. 

For the country which devaluates, may be able to export more 
easily, but, on the other hand, it must pay dearer for its imports, 
which, in its turn, is a tax on the home economic organism, and, in 
the first place, presses heavily on the standard of living. 

Let us drop that tinkering with valutas, there is no knowing 
where the end will be. It is and remains nothing but a makeshift. 

The only sound manner. 

It must be repeated: the only correct form of international economic- 
traffic is the equal exchange of “labour”, that is, exchange of goods 
and rendering of services. All the rest is “self deception , and again 
eventuates in a dislocation of our economic society. 

4 4 

4 

Equalization bonds. 

For a temporary recovery from a disturbed equilibrium in the 
balance of payment the 

equalization bonds 

already mentioned, can very well be utilized. 

These, too, represent ‘'labour”, formerly performed but. fortuna¬ 
tely, not, as is often the case with gold, “labour which was per¬ 
formed ages ago”, or labour by negroes deep in South Africa, or by 
whites, often adventurers, somewhere in Alaska. 1 ) 

For these equalization bonds will represent chiefly “labour”, per¬ 
formed in one’s own country, or in one’s own colonics. 

But these equalization bonds too, to which we shall return again 
more fully, may only be used temporarily. 

7rNot even to make mention of the fact dividends as a remuneration to 
American and English moneyed interests, as discounted in the* value ot 

the “gold”. 
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Stimulous to export. 

The only correct method to restore equilibrium in the balance of 
payment is the utilization of the commercial organs, attached to the 
Institute of an Economic Federation of European States, already men¬ 
tioned by me, but which, because they are so important, I shall here 
repeat again: 

1st. A branch office of the Multilateral Clearing Institute will be 
established in every state. 

2nd. Commercial representatives of every European member will 
settle in the environs of the office of the Federal Board and of 
the Clearing Institute. 

3rd. Permanent exhibition buildings will be established by the 
member states, in the same place where the apparatus of the 
Federal Board and the Clearing Institute will be established. 

•1th. A daily international exchange to be held in a building to be 
erected for that purpose, will form a great international com¬ 
mercial center in the same place, and will .lead to intensive 
commercial traffic. 

oth. Also countries lying outside Europe will send their commercial 
representatives to the Central European Boards and commercial 
centers. 


With the aid of these organs, and the commercial experts attached 
to them, the export of a country with a deficit in the balance of pay¬ 
ment will be stimulated, and this country will also receive help and 
assistance in making all the articles which it can produce for export, 
more attractive. It goes without saying, that the other states will be 
stimulated to buy more from such a country. 

Even if this should sometimes have to be done at the cost of sacri- 
1 ices on some side or other, yet a harmonious co-operation in a future 
new state, and iis economic success, is of such great importance for 
all countries and nations concerned, that it is worth a few sacrifices. 


It must again be repeated, that an exchange of newly performed 
labour , or 'labour'' to be performed, — that is to say, of the re¬ 
sults o! labour in the form of products or services — exclusively on a 
basis of equivalency, is the onlv correct method of international 


economic traffic. Whatever we do, do not let us deviate from it. 


1SS 
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The Multilateral Clearing Institute. 

Here is the place to devote a few words to the Multilateral Clea¬ 
ring Institute. 

In every country people are familiar with the giro (transfer 
system). We know how excellently this institute works, what a con¬ 
venience it is both for the private person and the business man. and 
so we should not like to do without this excellent institute. 

Well then, what the giro is for each country, the Clearing Institute 
is, to a certain extent, for international economic traffic. Certain v. a 
Multilateral Clearing Institute — with branches in every state — 
will, as a part of 


an Economic Federation ol European states 

prove to be an institute of inestimable value for the entire mum- 
tional economic traffic. 

* For it will be possible, without the cramping and cncj r > '• K 
influence of a “strictly planned economy . by means ol sir i a _ car 
ing Institute, to keep a watchful eye on the entiie economic tiu 

and it ought to be done too. . 

And with the already repeatedly mentioned "commcrcia m>n u ^ 

attached to it, such an institute will be able to go to u ^ 1 
adviser and pioneer, and, acting in such a way, it tan h o *' !t3 

service. 

The Clearing Institute will only act as a icgulatoi in <■ 
excesses, that is, with serious irregularities in the balance of payment. 
And even, in such cases, it will always have to e a ma, ’ 
“advising” i n the first place, in which, however, the moral inHucru, 
emanating from the board of such an institute will have t-> 
great, that the advice given will be so taken to heart, am 
quently followed, that a disturbance in the equilibrium w i 
corrected in the only sound way, that is by replenishing the .stmiiagc 
°f labour” supplied in the form of products or set vices icikc 
as quickly as possible. 

There is no institute imaginable which will be able to 
great, even beneficial influence on our future ‘Internationa cc 
society, as just that Multilateral Clearing Institute, in omjum o 
w *th the Federal organism. 
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America has another opinion about it. 

It is deeply to be regretted, that at the negotiations about the stabili¬ 
zation of Sic valutas, the Multilateral Clearing Institute was no 
included in the plans, that the excellence of that institution was n 

acknowledged, or rather, that it would not be accepted. 

Instead, America has given evidence of wanting to retain a gret\ 
degree of freedom of action, so that, in the future, it will again be 
able to go on forcing a portion of the American supply of gold on 
America's debtors, advancing money to financially weak European 
states, and exporting to the same countries at will, with, by P refer “ C ^ 
as little as possible compensation in the form of finished products 

from those debtor-states. . . . . . .• _ 

Put shortly, the plans give the impression, that it is the mtentio 

_ as has been the case up to new - to go on trampling the stringent 

economic laws under foot, with them. , 

That such a state of things must, in the future, once more lead to 
a debacle, and that, by acting in this way, these American financiers 
and experts show, that they have learnt nothing, absolutely nothing, 
from the two world wars and one world crisis of unprecedented 

extent, cannot he doubted. 

That America has supplied “labour” to Europe since 1917 to the 
4uirt of tens of milliards of dollars without receiving anything ot 
value in return — for those many milliard dollars in gold which wcie 
received in exchange, will certainly no longer be called something 
«»f value” — that 12-13 million unemployed there in the crisis years 
have paid toll for that faulty economy, and would still be paying toll 
to this very day. if there had been no war that, too, has apparently 

not been a sufficient lesson. 

The same wrong path is calmly and unremittingly lollowed. 
Why/ . . • well, because, there in America, they see no other way 
of keeping the huge American production apparatus going, now the 
war is over. There they foresee, and very rightly, another crisis, a 
crisis more serious than the previous one, and think, that, in this 
way, they will be able to prevent it. 

But the Americans are making a mistake in this. 

Let us hope, that the contents of this book, and especially the 
chapters entitled: 
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"Prevention of Crisis and Mass Unemployment" 

and 

"The United States of North America 
will also bring the foremost American "leaders" in Washington to 

to fill the vaults of the Wallstreet magnates. 

AH this can be achieved in the manner planned here, without acting 

in conflict with sound economy. 


o 
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CHAPTER XXXIII 


SOLVENCY OF THE STATES 


AlS a matter of course, in the future, it will have _ 
to be the aim of every government always to keep its balance of 

payment in equilibrium as much as possible. 

It is comprehensible, that this will not always be possible, and it 
is for that purpose that the egalization bonds already mentioned, are 

intended to correct any differences. 

But how great may that disturbed balance in a state be. In oth 

words, how great may be the credit granted by the other states joint y 

to such a state with a deficit? 

In the Keynes plan that question is answered as follows: 

“For every participating country a certain quota will be 
fixed.This quota does not serve as a basis for contribution , which 
is not necessary in the Keynes plan, but serves as a standard 
fur determining the participation in the government of the Union 
and, at the same time, as a standard for the defining of the 
claims to utilize the facility for credit. The quota wil be cal¬ 
culated in accordance with the extent of the foreign trade of 
the various partners, provisionally on a basis of 1 5/c of the 
average of the total imports and exports for the last three pre¬ 
war years. (If the total trade of The Netherlands is fixed in 
round figures at FI. 2 milliard a year, this would represent an 

initial quota of FI. 1,5 millard.) *) 

It is remarkable that the standards which were adopted in our 
former economic society in granting credit, are entirely lost sight 
of here. 

If a business man, or an enterprise, applies to a bank for the pur¬ 
pose of obtaining a certain credit, the following points are submitted 
to an investigation: 

a) How high is the credit asked for? 


') In the meantime, in the latest Anglo American plans the quota for the 
Netherlands is fixed at $ 275 million. 
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in u the assets of the person (enterprise) applying for 

Credit stand with respect to the liabilities - in other words - 
is there a surplus, and how great is it. 

C ) Is the business (enterprise) of the person or concern applying 
for credit a paying concern:’ 

d) What reputation has the person, or the management of the 
concern applying for credit, with respect to morality profe 
Inal knowledge, and further capacities necessary for car 

rying on business in a sound way. 

Must another standard,* ?BonV TsL» h is 

Should that not be the case, then^ if a big credit 
would be desirable for the Federal Board to keep 

"VS*a en b must now be taken together: how large is the credit 
wldch may be granted; in other words, in how far may the balance 
of payment be passive, and how great is the balance of the assets of 

th If wenow make up that balance, taking into account the national 
debts which have risen enormously, the chances are great, t la . soon 
there’ will not be a single state where the value of the assets is not 
exceeded, at least practically equalled, by the total ot the public 

dC But if the national debts, especially the debts which have arisen 
through the war, should, in future, be liquidated in the manner given 
in this hook, in the chapter "National debts”, by annual amortization 
6f the capital sum, by a slight percentage, then, in my opinion, 
there is not the slightest objection to calculating the assets of a sta , 
without deducting the public debts. 
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In that case, the solvency of a state would be dependent on the 
national wealth, whether taken as a whole , or whether, in those states 
where there is a capital tax, the national wealth is estimated at the 
total of the capitals of those assessed in the capital tax. 

‘That could be taken as a basis, but one could also fix the basis by 
adding to it a certain percentage, in order to arrive at the total 

national wealth. 

Once these bases are determined and one of them accepted as the 
most practical, it only remains to determine what percentage of that 
national wealth basis may be adopted as the credit to be granted 
to a state. 

The writer has adopted 5 c /c for this purpose, to be calculated on 
the National wealth, in accordance with the assessments in the capital 
tax. That would be for the Netherlands about f. 600 million. 1 ) But, of 
course, another percentage can be taken and another basis of wealth 

too. 

But by going to work in this way, practically the same standards 
would be adopted for granting credit to states, as it is customary to 
adopt in civil life. Why should this be deviated from in the case of 
states? 

How it will be possible to found an “Equalization fund" by acting in 
this way, and how it will work, will be described in a following 
chapter. 


1 ) Calculated from pre-war data. 
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an equalization fund 


In the manner described in the previous chapter. 

I'" Dr wh’Tlount 

“S^ss 5=-‘=rri irstAr. z 

if one will. f. 10.000.-. the value of which vM* ^ are 

ritmif' «* .. "■ 

fixed later. fm.»atrnfr'ii^in° r this^ , dl^^ 

As to the interest to be paid, the bes I„ inlemational ren- 

by a certain levy on imports ant expo _ ' (hc bcst way u , raise 

dering of services. For the sa c o ' additional charge 

the money for the redemption will be by bc chos en. 

°r ath rth « r — 

of the 5 I^rption of couaiuation bonds, and so ^^b-d-ears 

in the balance of payment, that vi > .. ^ , conimC rciat 

sss. - w» - 

payment. f a lcvv on imports and ex- 

And all the more so, in order to bc l.cc oa > ^ ^ rl of 

<■„ *. *»•— - 1 

*****: 5 ■-“S£K 

centage on the imports and export, ami^also to levy ^ 

charge on death duties, in years w b) t0 build up a reserve 

in the balance of payment, too it will be possible to I ^ 

fund, out of which in years of arrcais, even o „ 

balance of payment, interest and if necessary m , - he n, . 

without an abnormally high extra charge on these dm.es, 

trsss:s:s-,.h.^- - 


105 



NEW WORLD ECONOMY 


“equalization fund” will have to rise or fall too. But if in the mean¬ 
time, a reserve fund has been formed, the equalization fund could 
probably be maintained for the time being at the original figure, 

with a fall in the National Wealth. 

For states with assets or a balance of payment which is practically 
in equilibrium, the equalization bonds are either a source of modest 
revenue or a matter of subordinate importance, even more a theore¬ 
tical question than anything else. 

The rate of interest on such bonds can, of course, be kept very low, 
for instance 2 or 2)/ 2 %. Every year 2 % can be drawn under inter¬ 
national supervision. The equalization bonds drawn, could be imme¬ 
diately exchanged for others, so that the sum total of credit to be 
granted remains the same. 

Simplification. 

And so it would be possible to simplify this system, and to drop 
the whole redemption. The national wealth would then become the 
measure of value of the credit that may be granted to a state whose 
credit, as already said, will be fixed at a certain percentage of the 
national wealth, which percentage will be fixed later on. 

The equalization bonds would then be simply interest bearing 
papers, the exchange of which in the event of lack of equilization 
in the balances of payment would be more an act of psychological 
than of economic significance, with the purpose of still further stimu¬ 
lating the effort to bring about a state of equilibrium in the balance 
of payment. 

There will, as a matter of fact, be sufficient cover for the “equali¬ 
zation bonds” issued, if the “cash surplus” at the branch of the Clear¬ 
ing Institute of a country with an unfavourable paying balance, were 
to be deposited in the fund already mentioned. We will return to 
this later, in the following chapter. 

Hie National Wealth could then only go on functioning as an 
extra security, in the manner already mentioned, but, practically 
speaking, through this the extra levy on the deathduties will drop out. 

The equalization bonds as projected here, will maintain their value 
in times of war too, because, in the future, with correct management, 
it will not be necessary for the National Wealth, even in such times 
to be lost. 


lOf, 



equalization fund 


Here we naturally aim at a correct settlement of any war debts 
incurred, but we will immediately add, that with correct economic 

management in the future, war will be a thing of the 

Commodity-credit on long terms may never be granted to such a 

extent that by doing so the whole holding.in equalization bonds would 

be involved. For there will always have to be a reserve for equalizing 

the balance of payment of such a country. 

% 


We repeat once more, that “equalization bonds", which have then- 
basis and their cover in the National Wealth represent about 

formerly performed”, be it, as we have already written, labour 

mostly performed in one’s own country or in one s own cohan. ^ 
But, because they represent “labour formerly performed . they may 
only be utilized temporarily for the equalization of the balance ot 
payment while the definitive balancing of the balance will have 
be accomplished by the raising of the export of the country con¬ 
cerned which means, that more newly performed labour will 
to be exported by this country, in the form of products or of serv. 

rC ”t wilt probably be wise to pay good attention to this plain and by 
so doing to break away from the ideas so far prevalent, and the ways. 

hitherto followed. 
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CHAPTER XXXV 


THE MULTILATERAL CLEARING 
INSTITUTE AND THE EQUALIZATION 

FUND 


In the Anglo American plan there is talk of a 
large stabilization fund. 1 ) originally to the amount of 8 milliard dol¬ 
lars, later on, the amount was changed to 10 milliard, to which each 

participating country will contribute a share. 

But, here, I should again like to draw attention to the above 
described system, which, in my opinion, is much more simple, and 
even makes any deposit at all, superfluous. 

For the Multilateral Clearing Institute, as aimed at by me — and 
also by Prof. Keynes — (lues not require any money. But the 
branches which will be established in each country, do. 

For these require ready money, and then in the currency of the 
country itself, for the purpose of financing the export, while, of 
course, the import will be paid for by the importer, in money. 

And so it will be desirable to make this branch of the Clearing 
Institute a sub-department of the bank of issue, so that the latter will 
be able to furnish the necessary cash. We shall return to this again, 

shortly. 

Now the balance of all transactions passing through each branch 
of the clearing institute, will, for instance, — if the balance is an 
unfavourable one — be paid over once a month by each branch, to 
the Multilateral Clearing Institute, and that, in the form of 

equalization-bonds 


of the country concerned. 

For the sake of simplicity the best thing will be, for these bonds 
to be issued in every country in the international currency, that is to 
say, in the “Pax” as projected here. 

It goes without saying, that this will be the case, if there should 


J ) I have used the term ’’Equalization Fund”, which I consider a more 
correct qualification in this case. 
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the clearing institute and the equalization fund 

come into being an international unit currency which is the same 
time the national currency. , , it reC cives. once 

fa r r ptc e tice a wm e show. that with the branch of the Clearing Insti- 

air ara-: 

g£5 iSSSZl »*. rcccipt - - 

bonds to an equivalent value. 

Example, (with simple figures). 

concerned must pay to the exporter ^ 1 the value of 

The same country imports, during the P million 

h i f : i« ^ been SE Into consideration 

in So'IhaT ai the end of the month, half a million pax has been paid 

ssr r rssr as 

the value of half a million pax, and -ceives too. And 
deficit and the bonds received cover each oth . an 

The same thing occurs, but in the reverse form, in the 

import surplus. is deposited in the 

The cash surplus which arises in ..^lization bonds” to 

“fund” already mentioned, as cover for ; supplies delivered 

sara d _,, 

svu. -*"* ..- 
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importers. If there is an export balance, the bank of issue could grant 
an advance on the claims on foreign countries, or on the equalization 
bonds to be received. 

The transfer of “equalization bonds” by the Clearing Institute to 
the branch of countries with a favourable Clearing balance, can be 
omitted. These can just as well remain in portfolio at the Clearing 
Institute, in the name of the branches concerned. It is only in case of 
clearing arrears, that the country concerned must send equalization 
bonds to an equivalent value to the Clearing Institute. 


/ 


% 
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CHAPTER XXXVI 


FOREIGN LOANS 

(Capital-export). 


In 


the chapter on "Valuta Stabilization" we 


have already written: 

al The Purchasing-power which during the process of P roducti “ 
3) Ind distribution is created for exactly the same value as the va 

of the goods produced, will only be permitted to be used Hr 
home use - the international economic traffic m future being 
based exclusively on the exhange of goods, or the render,ng of 

services. 

home indicates economic m.smanagement, and this need no 
occur in the future, with good econormc management. 

C) Colonies and dominions, however, will be considered as belong- 
ing to the mother country. 

If the reader carefully considers the points sub a-c, it will be clear 

,o sc ~~ 

Should we do so all the same, the logical consequence is.that ther 
must be products for which there are no buyers, because there not 

* U This,"of*course!”woulcMcad to an economic disturbance, which, 

na ^t y ;he a aVytn b ow P wT'd^not need any •purchasing-power” for 
import and export, for, in the future, that w.ll all pass through the 
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clearing institute, and, as aimed at, for “equal value”. At least, a 

serious effort must be made to bring this about. 1 ) 

That capital export, and so the export of purchasing-power is 
wrong, will be all the clearer to the reader, when he remembers, that, 
if the process of production and distribution is to function well, when¬ 
ever a certain product has been sold, a new one must be produced 

in its place. 

Very well, then the “purchasing-power” created during the produc¬ 
tion and distribution of the former product, which has been sold in 
the meantime, will be necessary in order to be able to manufacture 
and distribute the following product, and so enable it to reach its 

ultimate buyer. 2 ) 

And so the purchasing-power created by the home production and 
distributing process ought to be reserved entirely for home use. 

If money is loaned to foreign countries, that simply means that this 
“purchasing-power” is withdrawn from the home country, in order 
to place it at the disposal of other countries, who would even be at 
liberty to utilize this “purcahsing-power” in other countries. 

In this way the economic equilibrium in the home country is dis¬ 
turbed, which, if it should happen on a large scale, might have a 
very bad effect on the economic organism, and consequently have 
very unfavourable consequences, as has already undoubtedly happe¬ 
ned many times. And so an end will have to be put to the loaning of 
money, unless with the stipulation that these moneys (purchasing - 
power) may only he used for purchases in the creditor country. But 
that would mean the supplying of goods on long credit. 

There is not the slightest objection to the latter, provided the 
debtor country may pay for these goods, or the redemption of the 
credit granted as well as any interest, also in natura, or by the ren¬ 
dering of services. 

'The exportation of goods is more advantageous than the receipt* 
of interest. 

And so the lending of money to foreign countries as it has hitherto 
taken place, is wrong. It is even doubly wrong if the export to the 

J ) And so, payments by the Cleaving Institute will be made with moneys 
received from the importers. At least, so far as possible, 

-) We have already said, that there is a reserve of purchasing-power in 
every country, to create and maintain supplies. 


202 




foreign loans. 


debtor country suffers from it. as was the case with the export from 

the Netherlands to Germany before the war. 

Well then, the receipt of the redemption money and the inters 

may be very agreeable of itself, but the exporting of goods is much 
more important from an economic point of view, because this cause 
more money to circulate, brings about an increased turnover m the 
concerns, with all the favourable consequences attached to it. such as 
reduction of the pressure of the overhead expenses per production 
unit and also a rise in the profits, and, moreover, it supplies work 
for the unemployed, of whom there were then large numbers. 

For did not the money derived from redemption and interest come 
into the pockets of the few who. even then, had large sums 1> mg a 
the bank yielding no interest and of no use to anyone, just “ before 
Z war 1200 million guilders lay useless in the vaults of the Nether¬ 
lands Bank. All that is unitilized purchasing-power, it mterfe.es with 
the circulation of money and increases unemployment. 

Consequently this manner of lending money is wrong, and so c 
can safely say, that the disadvantages for the production process ,n a 
country which as a result of lending money to foreign countries can 
export less, are greater than the advantages attached to the drawm 
of interest and the receipt of money in redemption, so that P'opcily 
considered, in that way a creditor country pays that interest an 

redemption to a great extent itself. ) 

Capital export lessens the possibility of export. 

Since as already demonstrated, now the war is over, international 
economic traffic will have to be exclusively based on ^hangc o 
goods - goods and services -, since, moreover, a well-balanced 
balance of payments will be an urgent requirement it is easy to 
understand, that every "capital export" which is followed by paym 
of interest and redemption, signifies lor the creditor countr> a 
reduced possibility of export of goods to that country, and as ah cad> 
stated, the disadvantages attached to this are consider.! > c■ ‘ 

than the advantages attached to the receipt of money from abroad. 

That exportation of money ("purchasing-power ) has been pi.u- 
tised in the 19th century and in this century too up to the war to a 

>) I have already drawn attention to this in my newspaper-article, on 10 
March 1040, under the title “Public loans”. 
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very great extent, and the amounts were sometimes fabulous. We 
shall immediately give some data with respect to it. 

But “high finance” practised that exportation of the purchasing- 
power intended for the home country, at the same time that in the 
capitals where the financial centers 'have formed, such as New York, 
Berlin, London, and Amsterdam too, there was still the greatest 
poverty and miseiy in wide circles. 

From whom that ” purchasing-power* was withheld. 

In the 19th century and also even in our century, in the slums of 
those capitals were crying abuses. Just look at the books of Charles 
Dickens on this subject, or at books written about the life and reign of 
Queen Victoria. 

The abuses in working-class Circles described in them, cry to 
heaven. Reports of enquiries held in those times, i. a. by prominent 
figures in the socialist movement, such as Engels and Marx, put things 
very plainly. In our century too, those great human tragedies under 
the bridges of the Seine in Paris, in the slums of London and New 
York and numerous other capitals, are known all too well. Even the 
mass unemployment resulting from the world crisis, which lasted for 
years after 1929, is a blot on our century; 15-20 million unemployed 
were doomed by it to demoralizing idleness, and also pauperism. 

All that would not have been necessary, if all this money, the 
“purchasing-power” which had been created during the process of 
production and distribution, and which had been exported by mil¬ 
lions at a time, had been distributed in a better way among all ranks 
of society, in other words, if the standard of living of the masses had 
been considerably improved, and by it all this poverty and deep 
human misery had been prevented. 

We shall now cite a lew data about that capital export, from 
which it will clearly appear, how, in high financial circles, they play 
ducks and drakes with our good, sound “purchasing-power”. 

What do the managements of banking houses who organize all this, 
care: 1 They receive that money — that purchasing-power — from 
those who, at a certain moment, have it at their disposal, small savers, 
capitalists, industrialists, etc. and they export it. Whether, later on, 
the interest and redemption will be paid, is of secondary importance. 

I he most important thing is that they have earned their commission 


204 



FOREIGN LOANS. 


as intermediaries. Although this did not take place without the 
foreknowledge and approval of the investor, what does he know 
about such things? He generally acts on advice received.*) 

Have not we, even in our own country, had a very cleai pro-* -> 
this, when, just before this war, a Dutch banker, or a group of bank¬ 
ers, wanted to lend money to Germany again, after all the wretched 
and costly experiences which the Dutch investing public had gained 
with the money lent to Germany shortly after the previous war. 


Some data. 2 ) 

As far as our own country is concerned: 

Our country, already before the previous world war, lent 1 milliarc 
to Russia; we know that every cent of that money was lost. Atte. 
the war, we lent, at a high rate of interest, about 0.9 milliard to Ger¬ 
many on long credit, and also a very large sum on short credit. How 
the settlement took place, our capitalists will still remember very 

clearly. , 

Before that war, France lost a good 35 milliard gold francs throng \ 

its foreign investments — chiefly in Russia; Germany lost about 

20 milliard gold Marks. About 1937, England had invested some 

£3'/a milliard in overseas dominions, but, on the whole, was luckier 

than the two powers mentioned before. 

* * 

* 


In China, about 400 million pound sterling in all was invested by 
various powers i.a. the U.S.A., Japan, France, and England. It is true 
that up to this war, China was a very respectable creditor, but what 
will become of those debts after this war, which is also being waged 
on Chinese soil? 


l) Shortly after the commencement of the world crisis the American senatm 

Glass spoke the following words: ... , „ 

„With insatiable greed the great banks, through their subsiding c- mI an • 

and their selling apparatuses, working at high pressuie. ha e s nl 

public looking for investments, milluns of securities, which at the picsc 

moment are practically worthless.” u.,„kintr 

a ) Some of these data were kindly supplied to me by one of J> ' •.. 

houses. Another part is taken from • Wending der Wore dhufinding by 
Ferdinand Fried, a work which was published recently. I oi these >• - 
writer in his turn has made use of English and Amencan so .ees^ ‘.a. 
Economist” London, and from data supplied by Sir IU-bei t km-lci. y. 
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In all, about 9 milliard dollars was invested in South America. The 
U.S.A. and England supplied the greater part of this. France Be - 
gium The Netherlands, Switzerland and Germany also contributed. 

We know all too well, how much of that money too has been lost 
and what has generally happened with respect to the payment of 

interest. . 

Shortly before the war, the American claim on South America wa 
quoted at 28,2%, and the payment of interest was 70% in 

Owing to this second world war, the payment of that debt by the 
South American States is proceeding considerably better. But these are 
abnormal circumstances, and, may not be taken into account. 

So far with respect to the data. 


So the reader sees what wonderful things are done with the savings 
of the little man, and also with the great capitals of the nations, but 
above all, to what an extent, through the centuries, sound purchasing- 
power has been withdrawn from the communities of the nations, and 


in this way destroyed. . , . 

Is it to be wondered at, that periodically there were crises, that 

great misery and poverty, even the most poignant conditions, pre¬ 
vailed in the lowest ranks of our society? The purchasing-power to 
give these poor wretches a better standard of living and an existence 
worthy of a human being was simply being sent out of the country, 


and wasted elsewhere. , .. . x , 

The reader will probably ask, how is it possible, if such tremendous 

quantities of purchasing-power were exported, that the dislocation 

was not much more serious? The answer to that question is fairly 


simple and is: . 

Because, in the world of high finance, very many serious mistakes 

were made simultaneously, mistakes which, — wonderfully enough — 
cancelled each other in many cases, in other cases covered each other. 

For the sources of gold, which a few nations have at their disposal, 
supply great quantities of gold every year, and, so too, every 
year, great quantities of new “purchasing-power ', which is represen¬ 
ted in that gold. That gold, and so all the purchasing-power represen¬ 
ted in that gold, was, and is, as already demonstrated, entirely super¬ 
fluous, and consequently, from an economic standpoint, disturbing. 
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The more so, because all the gold of centuries ago still came on to 

the market from time to time. . ... 

Against that superfluous “purchasing-power that gold , now 
stood the export of “purchasing-power - m the form of capit 
export”. As this generally amounts to destruct.on of cap-ta 1 as prac¬ 
tice has all too often shown, the one error cancelled the other, for 
that “purchasing-power" destroyed by capital export was made good 

bv dicing new gold every year. 

And yet both are errors, and a well organized society, such as we 
shall have to build up after this war, may not be b^ed on two very 
serious errors, which happen to cover each other, or to neutralize 

each other’s harmful influence. . .. ., 

The report given below, taken from one of the dailies, indicates the 

correct manner: (Alg. Handclsblad 18 Me. 1943). 

“Capital export or home financing. 

The proposals coming from England and the Uni¬ 
ted States with reference to the solution of the 
valuta problem after the war have arousedI great 
interest in Switzerland as traditional capital 
export country. In contrast with those small states 
which are expecting new credits from the alll *J 
nations after the war, the question is asked in 
Switzerland whether, after the war, further inter¬ 
est shall be taken in the international credit 
market or whether the surplus of capital shah be 
used for the financing of home industrial life, 
which would certainly be raised to a higher level, 

Switzerland has already lost considerable sums in 
consequence of the fact that it was either involved 
in the many crises from which international credit 
has had to suffer, or it has got into other diffi¬ 
culties owing to a blocking of the capital placed 

Consequently there is a consensus of opinion in 
Switzerland that a change must be effected which 
will make the repayment of credits granted po. 
sible, in the form ot the supplying of commodities. 

All the same there arc still objections to Uu 
granting of credits to foreign countries under 
those circumstances too. and the Neue further 
Zeitung” is of the opinion that it would be hotter 
to finance the home industry, in order to give u 
still greater possibilities for placing Swiss com¬ 
modities on the home and on the foreign markets 
A redemption of foreign loans in the fwrn * ™ 
foreign commodities will be more a hindrance than 
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an advantage to 
question ought 
Swiss capital 
change.” 


the home industry, so that the 
to be considered whether the 
policy should not undergo a 


A better and a prosperous world can only be constructed by obser¬ 
ving the following stringent, but at the same time s.mple principles. 

a) Full production with the entire production apparatus. 

b) By so doing sufficient purchasing-power will be created to 
enable every product to reach its ultimate destination. 


c) Sound distribution of the newly created purchasing-power. 

(Flan B). 

d) Regulation, if necessary also the “shortening” of the life of some 
of the principal products. (Houses, ships, machines, motor cars)-. 

(Plan A). 

e) The production machine adapts itself to the demand. 

f) The economic world traffic only on the basis of “exchange of 
commodities, or on the mutual rendering of services. ). 

g ) No capital export. (Consequently no loans to foreign Countries). 

h) Supplying of commodities to foreign countries on credit' pro¬ 
vided the debtor country may pay any interest, and redemp- 
tion in goods or in sendees. 

il This granting of credit not to exceed the maximum amount of 
the equalization fund which may be formed by every country. 
(See “Solvency of States”). 

j) All international transactions to be effected via the Multilateral 
Clearing Institute. 


k) No “gold” — no fluctuations in rates of exchange. 

l) In cases of a disturbed equilibrium of the balance of payments, 
exchange of equalization bonds via the Multilateral Clearing 

Institute. 

i) Tourist traffic falls under this heading. 

ti\ Each country should remain below the maximum, because there must stm 
be a certain reserve for eventual equalizing of the paying balance. 
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m) If necessary: 

SficUl organs available for that purpose. 

In this way, and in no other way will it be possible to bring 

recovery and lasting prosperity to our future world 

recovery ? ^ continue ,o follow the old paths - very 

well! - but then preparation nrust be made for a new catastrophe ,n 

the future. 


The opening up of new territories. 

The opening up of new territories and the support of young states ,s 

vszt-^ - - 

just read what I have written in the chapter entitled 1 lan C • (& 

Pa But I i I f one wishes to make a present, never let it be money, that is 
to say "purchasing-power”, but always "products” The raw materia 
necessary for the products cost nothing, it „ on y labour wlmh . 
supplied. The manufacture of such products intended for donation, 
brings in itself much advantage in the form of circulation of money, 
increase in turnover with its favourable results, and work for un¬ 
employed, if there should be any. advantages which compensate to_a 

great extent the ultimate “gift” of the finished product. 

It is much better to face this clearly, and to follow the chivalrous 
path, in other words, to call these transactions by their real names 
from the very beginning, than to deceive the public unde, the gu.se 
of loans granted to a foreign country, while often one can 
beforehand that such moneys are entirely, or for the greatc. pat . os . 
• The more so as the export of money, and so of pun. lasing-pi 

as such, is not permissible. 
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England’s export of money! 

My attention was drawn to C. K. Hobson s book The Export of 
Capital” published in 1914. 

I found in it a very interesting table giving the revenues of England 
from foreign sources, covering the years 1870 up to and including 

1912, together with the export of capital. 

From this it appears, that in those years England had revenues 
from abroad averaging 87,9 million pounds sterling, which represen¬ 
ted just as much “purchasing-power” coming into the country. For 
the same period the amount of capital exported averaged 55,2 mil* 
lion pounds sterling a year, and so an export of purchasing-power 
for the same amount. This gave an average balance of 32,7 million 
pounds a year. 

My thesis confirmed. 

I consider the data supplied by Hobson very important, the more 
so as they confirm my thesis. 

It appears from these figures, that England, after all, had a balance 
from foreign sources of £ 32,7 million yearly on an average, and a 
considerable portion of this will undoubtedly have been put into cir¬ 
culation in England — not all of it, naturally, because in those years 
too with the capitalists, there will have been an accumulation of 
capital and so of purchasing-power and consequently of unutilized 
capital too. But it is not to be doubted that in that way, those 
foreign sources were of use to England and her people — and so 

to the working classes too — in those years. 

What part of that exported £ 52,2 millions was used for the exploit¬ 
ation of the British Colonies (which, as already stated, ought to be 
counted as belonging to the mother country), and what portion of 
the imported £ 87,9 million had its origin in profits from those colon¬ 
ies, is not mentioned. 

But certainly a great deal of those exported and imported moneys 
will be concerned with other parts of the world, not belonging to the 
British Empire. 

This brings us to the heart of the problem, for it cannot be doubted 

J) I could not find in Hobson, how much of that exported capital has been 
lost, and so it could not be taken into account. 
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,h,« .1 ...» “Slim'S 

ZZZZS! Z&£ZS£ =»: - ..* 

for the workers. . , f tWr £550 million which 

But neither is it to be doubted, hat, if r thc ran k< 

were exported, had been distri u tt c\ * _ poU , cr ", for instance, 
of the population with the least P ulCia s ■ • raising their 

by raising the wages of the workmen O and. by "A™. ^ WvMy 

standard of living too, this wo ‘ , () f England itself, than 

greater circulation of money wit nn u. m unutilized) has done 

this balance of £ 32,7 million, (less wh « \ccom** so much 

That circulation, and so that d»ff 'nt of £ ’> 3.2 million 

greater, when one remembers that sue 1 < ‘ vv h K h the “purchasing- 

could have circulated many times a > tar - been increased, 

power”, and also the national revenue, would ha 

just as many times. . , r r million lor the 

This does not hold good for the nnpo^^ havc squired 

capitalists who received then sia,t - already demonstrated. 

the whole year to spend it. and then, as alrca y 

probably only a portion of it. •. 1 .. t t h c same time » * 

By that method, it y^^^^ditions of poverty and in- 
put an end to those awful, hu k> eatly written, such as 

tense human suffering, about which we have air 

prevailed just in those years 13/0 up 0 supplied must of the 

As to the capitalists themselves, who, after all, «PP ^ ^ ^ 

money destined for export, they wo y mentioned above, 

if their money had circulated at uime* in . , t • j |,f c thev would 

because, in the form of profit from the home n ustruil 1 ^ ^ 

have earned at least the same amoun as , . „ cs lo be yielded 

been exported. Probably their share m <- -eater, for all 

along that line would have been ^ith im . ease 

favourable factors co-operated to that end, a wc k"o 
of turnover and multiplicity of circulation of money. 


>) By remunerating their '•labour- better out of consideration 

*) Here we leave the state of affairs there after 
for the present. 
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We shall not weary the reader with an extensive calculation to 
show him that such an amount of £ 52,2 million in those years 1870- 
1912 by better distribution might easily have circulated many times 
in the English community, and so could have exercised its beneficial 

influence. 


Conflicting interests. 

However, in the meantime, here we see clearly the great conflict of 
interests. On the one side, the necessity of opening out new territories 
for exploitation, and helping young states to develop — we have 
already considered the colonies and dominions as belonging to the 
mother country — but against these two interests is the undeniable 
fact, that export of money is a withdrawal of purchasing-power 
from the home country, which retards all economic development there, 
and, moreover, as facts have all too clearly proved so far, allow the 
continuance of disgraceful conditions of poverty and want among 
the lower classes of the population, which might be avoided by letting 
that exported money circulate intensively at home which, as already 
demonstrated, would increase the purchasing-power of the masses, and 
.so raise the standard of living of the working classes. 

Consequently in the future we shall have to remove all those 
difficulties, and, as ft were, apply methods by which both “the 

cabbage and the goat” arc spared. 

We shall return to this very important matter very soon. 


Ol 


Once more , opening up of territory. 

Fully ackouwlodging the utility for each country of creating new 
itlcts and opening sources of raw materials, the problem naturally 
remains, how to open up and finance those young territories and 
those new sources of raw materials without doing so at the cost of 
the home prosperity, in other words, without these being bought with 
the poverty of the lower ranks of the population, and without the 
dislocation of the home economic life. 

We have written this somewhere else, and shall only return to it 
briefly, by once more pointing out that the export of goods on credit 
always remains possible, while the opening up of new territories 
should be looked upon as the "costs" which precede the “profits”, that 
is. as a “present" which will yield its advantages only later on. 
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A world bank. 

In the meantime the following item of news appeared in the Dutch 
press (Telegraaf 9 October 1943): 

Plans with reference to a world bank. 

The American Treasury has announced that its f^ml 
experts have laid down the lines for a bank of the United 
Nations with a capital of $ 10 milliard, winch bank must con- 
ar-tTthe financing of reconstruction and development 

af In connection with this communication. Harry White stated 
that every country must supply its share in the capital of the 
bank in accordance with a formula specially for that purpose. 
This formula has not yet been established. This work, bank 
should grant credit wherever it might prove to be necessary, 
but it would ask certain guaranties for that, and wou s >P 
late its conditions. But before credit would be granted by the 
wlrld bank, all private possibilities of credit would have 
be exhausted. Further, a qualified committee will have-to 
recommend the granting of credit, after earefulK study n 
the conditions of the credit. The credit to be granted mu. h 
directly or indirectly, raise the standard o Imi n 1 
country receiving the credit. The interest or the credit may 
. y tV»Mn <l r /b while a reasonable scheme for tl 

case, the interest may not be higher than 4 , 
guaranty may not amount to more than 80,c ol 1 

So far, the newspaper report. 


* * 
* 


Well, however I look at this question of «pitul ^ (hc 

only maintain my opinion, that purchas.ng-p 

process of production and distribution »u 8 - wU hout 

use, and so may not be exported, and even cannot be exp 
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dislocating the economic organism. I will repeat: in this matter 
colonies and dominions are to be looked upon as belonging to the 

Further: we must abstain from the “superfluous purchasing- 
power of “gold”, while I also maintain my opinion that: Capital, tor 
which there is no employment at home, points to economic mis- 

m That is why I hail the institution of an international bank for the 
financing of foreign requirements of credit, especially of territories 
which should be opened up or further developed, provided this bank 
is annexed to the Federal Government Machine and so comes to 
stand under the supreme management of the Federal Board. 

How such a bank will have to acquire the necessary means is 

another question. 

If my assertion is correct, that in the future every country produ¬ 
cing according to modern methods — by full application of this 
“New World-Economy” - will be able to create within its own 
borders such prosperity, that all the purchasing-power created there 
will find employment, while international economic traffic will be 
based on “exchange of goods” and the rendering of services, only to 
be settled via the Clearing Institute, then there will be no other 
money (purchasing-power) available for that bank than that, which 
soon will prove to be superfluous in each country, as a result of the 
mistakes made in the period, which closed with the ending of the war. 

To this money belongs i.a. part of the “floating” purchasing- 
power which still exists in most countries, but not the gold, that 
ought to remain eliminated. 

Well then, if every country would pass over that superfluous 
money to the international bank, that is at least a beginning, and, 
moreover, in that way we should get a healthier financial situation in 

every country. 

Now this could take place in the following way: 

When, after some time, economic life has somewhat recovered 
again, an attempt will have to be made to arrive at an estimate of 
bow much liquid purchasing-power is then still superfluous, after 
which every country — of course the investors of every country — 
would be able to participate in the capital of such an international 
bank. 
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Another possible way is this: export 0 f 

Each country could itseU *^^^3 purchasing-power 

SSy tuin7s h ares, and ^ ^ 

-■—— 

the so called “World Creditbank . 

Perhaps it will not he so difficult. 

It is possible that, in th 1 ’ boom in tbc various countries, 

if there should be a period of l * s ® . the economic system, to 
it will be still possible, without da g • ° ^ to a certain extent. 

proceed to the " tap P‘?« ° ^“wcfrld Creditbank above described. 

in order to supply this to •’ _ such money — to 

or else, to furnish such pure asin© of na t*, 0 nal banks, 

foreign countries as credit throu c h demand for 

But again: such a thing may < J “i.V.«d. and moreover 

credit (purchasing-power) at ho ‘ hindrance to the export of 

on condition, that all this wi no .^ • t he beginning of this 

goods from the home country, against which. 

chapter, I have given a warning. 


CHAPTER XXXVII 


t 


HOME CREDIT 

Just because in our future economic life the 

following factors: 

a) that each product creates its own value in purchasing-power; 

b) that during the process of production and distribution sufficient 
purchasing-power is created to bring every product to its ulti¬ 
mate destination; 

c) that there will be no further capital — (purchasing-power) 
export and consequently; (except as described in the former 

chapter) 

d) that the ‘'purchasing-power” created in the home production 
and distribution process will always be destined for “home- 

use” — 

will be of such dominant importance, it is desirable to devote a few 
pages to “home credit”, and especially to the question, whether by 
granting credit the quantity of available “purchasing-power is in¬ 
fluenced. _ 

This question can now be answered in the negative, at any rate it 

the granting of credit occurs in the usual, and so the correct manner. 

Let us just take an example. 

A shopkeeper buys commodities to the value of £ 100 and is granted 
by his supplier, the wholesaler, a certain credit. But that shop¬ 
keeper, in his turn, supplies the commodities he has in stock on credit 
to his customers. *) The wholesaler in his turn has also been 
granted this credit by the manufacturer who supplied him with the 
commodities, and the possibility is very great, that the manufacturer 
in his turn, works with the credit which has been granted by the bank. 

Now the bank can only give the manufacturer that credit, if the 
bank itself has sufficient deposits at its disposal, in other words, has 
many “creditors”, from whose deposits it can lend moneys, “pur¬ 
chasing-power”, again to borrowers (debtors) on certain conditions, 
at interest. 

If for instance it is a grocer, to his customers who pay weekly or monthly. 
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«... p..p..v K.'S.ntf'rs; 

to his customers is the same ere 1 granted by the shopkeeper 

manufacturer. In other words, the cred ^^^^asing-power *. and 
to his customers represents just as ^ hasin<r wcr ” which tln.se 

that is, properly speaking, the same P havc ° supp li e d to the bank, 

who have deposited money wi ^ e ‘ cre d\ t to his customers than h»s 
Now if the shopkeeper a ows ^ own “purchasing-power' 

suppliers allow him, he gives p 

to his customers in the form of cre ’ • supplier than what he 

But if he is granted more credit by h>s supply ^ ^ (hc 

grants, then he gives part o t e P u ^ custo mers. in the 

property of the wholesaler to h.s (the shopkeepc, 

form of credit. . .• n r inci casing the total 

But in all those cases there "*^“been a shifting of purchasing- 
“purchasing-power , for there ha 

P TIs true that in this way the ^ 

creditors "of the ban, would prohah, 

have remained unutilized. 

Danger attached to credit. lics of course. 

The danger attached to the whole and panic, especially 

in times of a sudden fall in P nces )dt is suddenly stopped, and 

when, as a consequence, much ol that 

so withdrawn. . repay such money at om' 

The debtor is not always m a p« s,u „ , 0 i tcn bankruptcy is the 

Such credit is then said to be frozen f , ,, a nd consequently 

result of it. That means, of course, loss of mono, 

loss of "purchasing-power” too. d makcs his debtor sign 

Now when a supplier supplies on c> , upon as money. 

a draft, such a draft has a value and b;mk and , if the debtor 

For with such a draft one can g draft, that is to say, 

has a good name there, the bank will discount the 

will pay nearly the full amount for H. ^ dfaft (that pro,m 

But then the bank becomes the hold 


*) To the owners of the ’’values 


• * 
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sory note) and has only been able to pay that money - that pur¬ 
chasing-power” - out of the available "purchasing-power of its 

creditors. 1 ) , . 

At maturity the bank goes to the signatory — the drawer, and at 

the same time the debtor — with the draft, and if everything goes 

normally, the latter honours the draft out of his available* purchasing- 

power”. So the purchasing-power comes back to the original advancer 

of the purchasing-power, via the bank. 

And so we see that the whole system of credit is not an increasing 

of purchasing-power, but a much better utulizing of purchasmg- 
power. 


3 ) In this connection it may be observed that bankers, when granting credits, 
in the first place use their own means. 
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CHAPTER XXXVIII 


THE STOCK EXCHANGE AND 

CRISIS 


In the chapter Prevention of crisis and^ mass 

unemployment” the reader will have found given as cau ( 

existence of crisis, a disturbed balance between the prodm 


rdt'im ..... .......... 

on the stock exchange, in shares at ] d joes not a !ur the 

Reader, that may be perfectly i ig • crisis, is 

fact, that the deeper cause, and with the ongm 

generally to be looked for in the dis ut) .y t -h'in ,r e where the 

But it is true, that it is generally on the stock exchange 

debacle begins. „ / €rtmr t; n ies it even 

Immediately after a crisis there is a wavs a ^ consequently 

lasts some years) of listlessness in the ctonoi ’odities Then 

in transactions in shares, in money and m in 

gradually comes a revival. This rcviva S ai * - rit 0 f enter- 

impetus and then comes a keen desire to ni> • NVOr ld we see 

prise again begins to revive, and in the an<1 

extensions and expansion of works. New machines aic bou, 

so we enter upon a new period of boom. ; M things. 

But then the stock exchange again begins to ha ^ moncy . In 

Prices of securities rise, and there is a ecu ( cxc hangc becomes 

all that there is no harm till the optimism on Wll j, ^} 1C mania 

too great, buyers and sellers of securities aic so e which 

for speculation, and the one forces the ot iei up industrial an<l 

is not justified by the profits to be expected from mdustn 

commercial enterprises. „ r „ductinn machine 

But this new building, and the extension o 

is not always to be accounted for. 


*) There have also been crises in whi 
or silver have led to the crisis, und al 
foreign countries (i.a. the Barns cris 
the aforementioned disturbed balance. 


ises in which 

crises hi.*—«* ... 
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If. after a certain period of boom it now appears, that the capacity 
of absorption has been over estimated, and so, that the rapid speeding 
up of the production has not been justified, at least that too rapid 
speeding up was not accompanied by increasing turnover, then 
follows a certain surfeit of products, which, of course, may go on. 


Doubt and suspicion. 


Then comes the moment of doubt and suspicion. 7hat begins on 
the stock exchange. It is possible, that the suspicion at such a moment 
comes from the high prices, resulting from a level of prices which had 
been driven up too quickly and too high, taking into consideration 
the profit to be expected on the shares. It is also possible that such 
suspicion is the result of the fact, that in the meantime it has been 
established, that increasing stocks of commodities point to a newly 
disturbed balance between the too quickly speeded up production, 
and the absorption of products. We do not always know what the 
cause is, after all. that will be different for each crisis. 

However, it is certain, that that doubt and that suspicion cause a 
moment’s stagnation in the rising of the prices of securities. 

If that suspicion is of a serious nature, and that, as shown by the 
statistics of the moment, the peak in the absorption of products has 


been reached, while, in spite of that, the production apparatus is 
still turning out more, then a sudden fall may set in. Such a fall can 
be catastrophic. I do not hesitate to state, that such catastiophes are 
often unnecessary”, if everyone would soberly take into consideration 
the real position in the production and consumption process, at such 


a moment. 

Such catastrophes have their commom origin in factors which are 
for the greater part psychological. A panic arises in which one car¬ 
ries another with him. This is immediately followed by a strike on 
the part of the buyers. Then the fat is in the fire. For every strike 
of buyers is a death blow to economic life. 

Then prices crash, we have the crisis in full swing. 

The pi ices of stocks and shares have immediately fallen by leaps 
and bounds. Short-credits are cancelled, but often cannot be settled, 
and are then frozen, so that unless a moratorium is declared, or a 
temporary closure of the exchanges, failures will immediately follow. 
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in which one involves an other. In commerce and industry there 
immediately follows a serious stagnation, members of staffs are dis¬ 
missed, and very often payments by debtors begin to come in slowly. 

Such a crisis can spread over the world like a conflagration an 
do so within a few days, the consequences of which no one. of course. 

can foresee. 

How will that all be in the future? 

How will all that be in the future?. Why. we have already written 
that in the future there need be neither lack ot the possi u i.> u 
production, nor disturbance of the balance between the production 

and absorption of commodities. 

For as soon as a state of boom has been reached natural!) an 
end will be made of the demolishing of fully amortized aoubo. h upv. 
machines, and motor cars 1 ) in order to make a cutum ri u 
them, while the annual depreciation will continue. 

This reserve can be called upon at the first symptoms of 

It is not correct to suppose, that at such moments there willJ c 
little inclination to buy new machines, or to have new ships oi 
houses built, in the first place, because, in the futuie. it v* > 
siblc to avoid disastrous crises, and, in the scconc p ate. )ccau 
know that any beginning of a crisis can he suppressec imuik 
and firmly by putting into application “Quo \ ad.s. plan . 

full extent. . . , 

The fact that those reserves of houses, ships, machines an < 

cars which arc already old and fully amortized can immci i.i 
called upon, will, for the greater part, neutralize the psycholog. . 
influences which are felt in such catastrophes, so stiong > 

But it must especially be remembered, that those w v» » ,vc 
missions for the building of new houses, and new s nps an 
making of new machines, will receive the money uit i 1 

have to pay for the new houses, ships, machines, giutis 10,11 
“General amortization fund”, in which have attumu uK 
moneys received from the annual deposits «>1 y taIS - . 

So, if those concerned do not build, they will not iccci 

’fTwTasBume that the law which makes annual depreciation obligatory. 
in the meantime been put into force. 
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moneys. Then why should they neglect to have that building or 
manufacturing done, if they receive the money for that purpose 
from that fund? Indeed, everything is finished by the time that the 

new period of boom begins. ' , • 

There will always be an abundant demand for houses, certa y 

with an annual increase of the population. If the old ones are 

demolished, new ones must be built. 

To refer once more to this fund; the fact that money has been 

derived from it in the form of loans, in such a way as has already 

been shown to be possible, does not affect anything that has been 

written here, because it will not be possible for that loaning of money 

ever to go so far, that.it will be impossible for payments to be made 

out of that fund for “future” restorations. 


Causes of a psychological nature. 

So, generally, at most 25% of the cause of a crisis can be attribu¬ 
ted to factors of an economic nature, dislocation of some balance 
or other — but certainly 75% of the cause of a crisis — at least, 
certainly if it assumes a very serious form — can be put down to 
psychological factors. 

For no one will believe for a moment that on the day, or in the 
period, following the “stock exchange panic” the possibility of the 
absorption of products need have been the least smaller, than on the 
day before that panic, but it is the state of panic and the total strike 
of buyers, consequent to it, which causes the absorption of products 
to come to an abrupt end. 

And so it is principally the factors of a psychological nature which, 
in the future, we must manage to eliminate entirely, or, at least foi 

the greater part. 

For the state of panic in the beginning of a crisis is greatly the 
result of what has been repeatedly experienced in previous panics, 
that once the fences arc down, there are no retarding factors to pre¬ 
vent such a crash in prices. 

There is no longer any certainty, for people know, that, for the 
time being, there will be no adequate absorption of products and 
consequently, no possibility of production either. 

But also this will all be different in the future for the entire reserve 
of fully amortized houses, ships, machines, motor-cars, can imme- 
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diately be called upon, so that this will yield an abundance of 
production-possibility, and consequently, ol uork too. At tie sail 
time, the creation of purchasing-powcr too. will continue abundantly, 
so that it will also be possible for those products to be bought in abun¬ 
dance, which have no immediate connection with the building 

houses, ships, machines and motor-cars. , 

Now that, of course, will be the best support at the momcnl th 

the first symptoms of an economic crisis again make t lein-e 

But there are still other factors that can ha\ e a prevcntati\c 

■Better division of pur chasing-power. 

We know, for instance, that, in the future, the purchasing-powcr 

which is so abundantly created in the process ot p >° 1 uc tl 11 a , 

tribution will be better distributed. Since, as alieat > ( '-” 1 
this will have to take place in the form ot a c aic °_ r11 ’ ( 

profits earned in commerce and industry will >e )cttcl ‘ 11 . is 

acting in this way, although it should be ac now c( . nV< ’. » j to 

just this better distribution of profits which will ultimate y 
a further growth in the total profits to be mu !e. .. , 

But since those higher profits, too, will also be < ,s 11 nl cl ‘ ... j 
circles, and so, generally speaking, in future the dividends will be 

somewhat 

the prices of 

proceed at a more moderate rate, and 
crisis and panic. k cXt -) ia „gc. 

Even the whole picture, as hitherto presen * 
will be quite changed. 


lower than formally, this will prevent a l»» ' 1!> 1 
of shares. Rises in prices on the stuck c*eha,. S o u > 

. w. m.e and that too will help l" l>'<-“-» 


More moderate waves of boom and defm ssmn. 

If the periodically returning crises caused I10111 tun , ll s , 

falls in the prices of securities, sooner 01 bitci a.-oia ^ ..j an 

by a normal and thus sound rise, afterwards i<> h ^ ^ w j m }, 

abnormally strong, and so unsound rise in tic l >1 !‘ c ’.^ j u ), u e die 
already maskes the germs of a new panic am I ^'[ j on . which 
waves of boom and depression in the process u 1 ^ ( i.tbly 
generally caused such movements in pi ices. w i > J- , K nl ,,, 

weaker, and consequently the chance of an unsoun 
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prices and securities will be considerably less, too 

Weaker 1 ) waves of boom and depression will also result in wea 

fluctuations in prices of securities. 

But it must be admitted, that in that forcing up of prices and 

securities is an element, which is not without danger to our economic 
society; and since, in the future, with plan A and plan B and D 
“Quo Vadis?” we shall have it in our power to prevent strong fluc¬ 
tuations, strong tendencies either towards boom or slump conditions 
in the production and consumption, it would be regrettable if m 
future it should be possible for the lust of gambling of the investing 
community to be the cause of incidents on our stock exchanges which 
formerly led to crisis and sometimes even very serious crises Indeed, 
in future, it will be impossible, and this is beyond all doubt, for them 
to occur to such an extent, at least, not if the way indicated in this 
book is followed. Nevertheless it will be desirable to exclude, once 
and for all, any and every possibility of a crisis on the stock exchange 


too. . . 

Although in this book it has been clearly shown, that the writer is 

a very strong opponent of everything which forms an unnecessary 
obstacle to our personal liberty, and so,, is a very strong opponent of 
“strictly planned economy” he is also of opinion, that, in future, 
measures to be taken by committees of stock exchanges, for the 
prevention of unsound forcing up of prices by people filled with the 

spirit of gambling, would be very welcome. 

For gamblers are people who wish to acquire wealth easily, with¬ 
out working for it, but the result is often just the opposite, they 
become poverty-stricken. Well then, in future, such people must be 
deprived of the chance of endangering our society, which can be 
lastingly prosperous, by their transactions which, after all, are 
immoral. I shall not go too deeply into details, as to in what way it 
will be possible in future to eliminate the very last possibilities of 
crisis arising from unsound forcing up of prices, and, probably too, 
from the imprudent granting of credit. 


Investment companies. 

I should, here, like to draw attention to banking houses or depart¬ 
ments in banking houses which, in the last few years have been 

l ) This word must in no case be interpreted in an unfavourable sense. 
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comine more and more to the foreground - the so-called investment 
companies - where shares of all kinds are bought m and where 
soTnd investors can buy a share in these holdings cons.rt.ng of assor- 

♦ pH shares and sometimes debentures too. 

I consider them very useful institutions, which should be the way 

fo Tall investors to'invest. In this way, the risk ,s spread ove a 
large holding of shares of a very varied nature and such a holding 
If shares fofms for the small investor an excellent bumper for . - 

they will, with a rising market, receive 
their share in the total profifs earned, and with a falling market run 

n °in° r this way ^mighfbc possible to keep the greatest sources of 

uneasiness from the stock exchange, at any rate the majority of “'em. 

Should stock brokers, and also the securities department ot ban 
^afraid of losing part of their activities through this, they must not 
forget lhat in the* future the general interests will have precedence 
A prosperous society of the future will undoubtedly offer sufficient 
work in other fields to replace what has been lost. 

The chief thing is, that the economic community should be pro¬ 
tected from those factors and elements which in the future would 
cither be an obstacle or a threat to a smooth working of things, 
and consequently to the great prosperity, which is undoubtedly to c 

expected. 



CHAPTER XXXIX 


CAPITAL AND PURCHASING-POWER 


Since many of the solutions of economic pro¬ 
blems contained in this book are based on the theory of the “purcha¬ 
sing-power”, but since the word “capital” is also repeatedly used, it 
is desirable to pay some attention to the difference between “capital 
and “purchasing-power”. In a certain sense this difference is great, 
but then again it is not. For, in certain circumstances, “capital” may 
be “purchasing-power”, and “purchasing-power” (money) may also, 
in its turn, be "capital”. If, in a dictionary you look up a definition of 
the word “capital”, you will find the following explanation: 

a) money at interest, or money borrowed at interest. 

b) a large sum of money. 


From this it can be seen that “captital” and “money”, even “much 
money” are synonymous terms, so that money or “purchasing-power”, 
is capital. 

But it is not at all necessary for capital to consist of money. It can 
also be possessions, for instance immovables or movables. Articles of 
utility do not so much belong to “movables” as do the so-called “ca¬ 
pital goods” such as, for example, machines. A person’s “capital”, or 
his “wealth” too. consists mostly of immovables and/or movables, in 
the sense of large objects, as. for instance, capital goods, and na¬ 
turally, merchandise. It further consists of securities, shares in some 
enterprise or other, or debentures, (bonds, mortgage bonds). 

“Claims” also belong to capital or wealth, whether they be on 
private persons, or on concerns, and besides; the bonds already men¬ 
tioned, deposits at the bank, surpluses at the transfer bank, balances 
at savings banks, further claims, goodwill — concessions and pa¬ 
tents — and we must not forget landed property — it may be with 
vegetation on it (woods, for instance). This brings us to another kind 
of capital property, namely "live stork” (horses, cows, sheep, poul¬ 
try etc.) The banknotes and the small money possessed is also part of 
the total of a person’s capital or wealth. 
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Precious metals and precious stones are also considered as be¬ 
longing to “capital”, at least, unless the amount possessed is 

significant as to be neglegible. 

Now “purchasing-power” is more the money 1 sclf . SUC J^ s , mill . 

5Ki=£ 

st srp-f. 

ties do represent their equivalent in purchasing 1 o , 

lized during the process of product.on and < is b ^ timc ; s 

ready existing stock of^^^^"^h^ng-p and that 

created to an equivalent \uluc creating ot 

utilizing of already existing purchasuig-piiwcr ^ sma „ 

new purchasing-power, is eff Y transferring bank 

currency) passing from one^“"^‘"^“bank'from one account to an- 
surpluses, or surpluses at the r t u ev too represent 

other, and also by the transfer of debend.tu e . for they, too, ^ 

a certain amount of purchasing-pow c |ebcntures do 

already indicted in the chapter Home cred . th. t 
not signify any increase in “purchasmg-powe, , only 

origin to a shifting of purchasing P°" cr , rcprc sent, "pur- 

For those, who have deposits at banks, a »“ r P lu ‘J'P” As f; ,, as 
, - '• „„,i t„ the full amount ol that sinpms. 

chasing-power and to the I s(J mucU purchasing-power 

the bank itself is concerned, Y ircount 44 cre- 

in stock as the surplus amounts to the total sum of the accou 

ditors” less the total of the account u < ),s to- cther with 

The copious use of hanking and transfer a — |)a „ u . 

that of cheque and drafts has greatly reduced 1 

notes in circulation. 


Pure ha sing-power with rising or falling pri 
How is it with the value of 


in slumps and booms, and so when pi ices 
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falling or the rising of price only concerns the price or the value of 
the products, not that of the money. This is not effected by it. The 
result is, indeed, that for the same amount of money or purchasing- 
power after a rise or fall in prices it is possible, to buy more, or fewer 
products, as the case may be. « 

In financial circles generally it is wrongly assumed that the value 
of the money changes with an altered outlook in business but this 
incorrect conception springs from the phenomenon, that, suddenly, 
for the same amount of money or purchasing-power one can buy 
more or fewer products, as the case may be. 

It is interesting to discuss this matter with people in banking cir¬ 
cles. The conception that the “money” changes in value is firmly 
rooted in them. But, — and I repeat it — it is always the goods or 
rather the factors of which capital possession consists — except of 
course, the liquid means — which change in value. And so the loss 
suffered in such cases is loss of capital possession, the profits made 
is the increase in capital possession. 

As to the quantity of purchasing-power or money in circulation, 
the rising or the falling of prices has no influence on it in any re¬ 
spect, at any rate, not at the moment, that the alteration of prices 
occurs. 

It is only when losses arc incurred, or the opposite, when extra pro¬ 
fits have been made, during the process of production and distribu¬ 
tion only then is there a question of loss of “purchasing-power”, 
or of an extra creation of new purchasing-power, and so an extra in¬ 
crease of this. 

Now the cause of the scarcity, or abundance, of purchasing-power 
with rising, or falling, prices lies in the fact, that with a rising market 
during the process of production and distribution of any product 
whatever, more already existing purchasing-power is utilized , than 
new purchasing-power was created during the process of production 
and distribution in the period immediately preceding the rise. 

The same occurs in the inverse order with a fall in prices. In that 
case, less already existing purchasing-power is utilized during the 
new producing and distribution, than new purchasing-power was 
created just before, during the process of production and distribution 
of the same products at the old market price. 


OOP 



CAPITAL AND PURCHASING-POWER. 


With a sudden fall in prices. 

With a sudden, thus catastrophic, fall in prices such as was t : e 
case i.a. in the autumn of 1929. when the crisis began in^Amer . 

there is no better and no sounder possession than purchasing-pow r 
- that is to say liquid or semiliquid means - because '' f . 

much commodity prices may fall, remains untouched. B it er^ ^ 
we again see the same phenomenon, namely, tha . 1,1 ^ ' J ' , 

the fall in prices in commodities, the possessors of tie p ^ 

power are in a position to buy more commodities with their 
“purchasing-power”. But in most cases, this ,s only iheo i nr such 

crises are generally accompanied by a buyer s stn 'e in " ut 

most necessary things are bought. , - n , T _ 

That in such cases there is often even a “scarcity of 
power” instead of an abundance is to be attributed to . ' m . 

of credits, the not putting into circulation or lending • ' 

purchasing-power, by those who possess it to an a< aqua c j 

As to th i Quantity of ^rch^ng-^cr m arc 

with a rise - or fall - of prices there ,s an excess o. a shoitagC; ^ 

the case may be. from which arises an a nine ancc o ... the f ill 
money, this is entirely dependent on the extent of the nse. o. the la 1. 

m ^commodities, or the products, which akendy reached 

their ultimate possessor, no longer count in t ns. ,s 1S 1 products 

of loss, or gain of capital . We are here only concerned wit pr^ue^ 

of which the process of production and distribution 

completed. , ;11 the 

The only question in this is, how much cheaper, or 

products which are still in the stage of production, ot o ■ 

be than those which were produced before the rise, or fall, m^ ^ 

Once the avarage percentage of this is dctci miner , u | a ti.m 

that an equal percentage of the “pure hasing-pou er " s l u) . - 

or semi-circulation is, for a moment, in excess oi 

tage of it. . „,,)(lui ed 

But this phenomenon only occurs once, for e\ci> P 1 ' ism *-i>o\vei 
at a higher or lower price level, again cicates new pu 

tallying with the new level of prices. . , .1 ( ,| 

We have already mentioned the fact, that nothing is ivcM 

this abundance of money with a fall in pi ices, ant 
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the reason why. The shortage of purchasing-power with a rise in 

prices can be obviated, in the first place by increasing the rapidity of 

the circulation of money, in the second place by the bank of issue 

putting more banknotes into circulation. 

With an abundance of money, however, the bank of issue will have 

to withdraw banknotes from the circulation, as we have already stated 
elsewhere. 

Conclusion. 

From all this the conclusion can easily be drawn, that during boom 
periods, certainly if such a boom has continued for a long time, and so 
there is again a chance of a crisis, the best thing to do is to convert 
one's “capital” into liquid or semi-liquid means, in other words, into 

“purchasing-power”. , c 

But in times of crisis, certainly if such a crisis has continued for a 

long time, and so there is again a chance of natural revival, the wise 

thing to do is to convert one’s liquid means — “purchasing-power 

into “capital”, that is to say “commodities”. 

We hope, however, that in the future there will be no more crisis. 
In times of war. if he is wise, everyone will keep what capital-goods 
he possesses of the pre-war days, that is of the period of low prices, 
but will refrain from buying capital-goods at high war-prices and he 
will not buy securities at the high war prices either. The goods, and/or 
the articles of trade which one possesses can be sold at high prices, and 
so at a considerable profit. Further, one should keep what one pos¬ 
sesses in liquid means, or buy government bonds. 1 ) 

They yield interest, and, if a reasonable peace comes, and the war 
debts are liquidated in a sensible manner, as indicated by me, the 
holding in government bonds in war and in post-war time is really 
not to be despised. 


J ) However not too much above par. 
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CHAPTER XL 


HOW AND HOW MUCH C AN A 
DEFEATED ENEMY PAY. ) 


Is it possible to recover the cost of a war, or part 
of that cost, from a defeated enemy — and can a dcicate emm> 
made to repair the damage inflicted by him. 

A very important question, to which the answci wdl 
to be found, but to which I already gave an answer here. It 

follows: 

“However paradoxical it may sound, so l, mg as in tie 

tries of the victors, or in the liberated — ^ :ul . 

man without work and needing the do , 

vantageous to repair the war damage 0,lcSL ‘ aiows it.seII 

“There is not a single action, in which " ]ims 

to be driven by unwise inclinations. which (|hc co n- 

- hate, and des.re ior re P r,sal , , in con flict with the 

queror) commits excesses, so a > « n in the fixing 

stringent laws both of economy ant o na ’ making 

of the debts to be paid by the vanquished enemy, and by 

him repair the damage he has inflictei 

Well then, let us just see how things were conducted at V c 

with respect to this matter. ..nt.-irs were gathered 

We know that the heads of the victorious count - ;u i(1| „. 

together at Versailles. And wc know a so » 


*) This chapter was written befor 
decided that a great part of the 
other countries, namely a large 
countries as compensation for th 
to become chiefly an agrarian s‘ 
intended to provide for its own r_ . 
necessary, capital goods. It goes without 
to make it impossible to manufacture an; 
these very drastic measures taken at I ots 
slightest alterations in what is written hcie. 
those decisions arrived at in Potsdam. 



t saying that ev« > ‘ A[l l)l( . 

my more wm »'^ 1 „ lo make (If 

jtsdam, have not k w 

here Later on I shall again 


231 



NEW WORLD-ECONOMY 


panied by, and so assisted by, an army of most able experts, naturally 

also in the field of economy. 

And what did they effect there? 

We have already answered that question, but will do so again, 

because the matter is of such very great importance. 

The peace work in Versailles was a total failure. It brought to 
a conquered foe poverty, misery, demoralization and despair whic 
culminated in the coming of Adolf Hitler, with all the consequences 
attached to his coming. Already eighteen months after the war, the 
was a depression in the countries of the victors, followed by a recovery 
of such a nature, that eight years of increasing prosperity followed. 
But then the economic organism, that of the victors too, collapsed and 
a world crisis of unparalleled dimensions with its mass unemployment 
- 15 to 25 million unemployed - its cut-throat competition and its 
valuta chaos followed. It was a crisis which continued practically up 


to the present war. 

We shall now look a little more closely into the peace work at 
Versailles, and especially into the matter of the war contribution laid 
upon the conquered enemy, or to put is better, how he was made to 
pay reparations. 

* 

As in the beginning, the afore mentioned leaders were inclined to 
show a certain moderation with respect to repair of the damage in¬ 
flicted by the Germans, and so to the contribution to be paid by them, 
the respective nations did not agree with this. 


‘The Iiun shall pay! 

Unanimously resounded the slogan “The Hun shall pay . Hate and 
the desire for retaliation drove the nations to demand of their 
leaders that they should make Germany pay the full pound in that 

matter of damage and reparation. 

Well then, filled with that spirit, “the Big Four” continued to 

confer together. And with what result? 

Well, reader, I will not go too much into details. Certainly the 
first few years, the Germans did perform the necessary work of 
restoration, but. as I shall return to that presently, let me immediately 
add, that they did it at the same time that, in the victorious countries 
immediately after the war, the number of unemployed grew daily, 
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because there was no work for them, for all those men who hadjc- 

turned from the battle fields and for those who had 

from the war industries. made imme- 

If we add to this, that owing to the numerous m.^akesm 

diately at the peace, mistakes of a serious natu c aheady ^ ^ ^ 
after the conclusion of the war, in the mc o ssion oum g to 

already mentioned, there was a serious economi then this 

which the number of unemployed again & lca - {o su h m it this 

makes one think, and there is every reason prese 

question to a serious investigation. j upon the 

As to the immediate burden of ^/' You Germans just set f> 
German nation, this was not tixcd a much vou have to 

work hard first, later on we shall determ, ne how much . 

pay” ... r n\(r Pour to have made a 

• It would have been impossible or ... ° j : n Paris, l or. ol 

greater psychological blunder at \ ersai ^ ^ ^ Germans did 

course, the logical consequence o tllS . cv \ VO rkcd. the greater 
not set to work, realising that the harder they 

would be the total of the debts to be paid. 

The opinion of Keynes (now Lord Keynes). cc „ n „ 

At the negotiations in Paris, the C t o Kngland s Prune 
mist, Prof. J. M. Keynes, was present as adv . s an(1 thc s ignine 
Minister, Lloyd George. Shortly after the ne r • itlc( , “The cio- 
of the Treaty of Versailles, Keynes wrote a > ^ known his dissa- 

nomic consequences of the Peace in %N 1,c 1 u Klsewhere l have 
tisfaction and disappointment with t iat 

written fully about thc contents ol that )0 ° '• , . . . t ] lC defeated 

According to the estimate of Keynes.t ic an,(>u milliard pounds 

German nation would have to pay in msta men s w. ‘ So one 

sterling, a value in gold representing 100 m.lhmd Mat ^ 

need not be surprised that Keynes then wr ^ 

The policy of reducing 

ration, of degrading the lives of mi , . j a hhurcnt 

of depriving a whole nation of happiness should ) 


*) Later on the definitive claim was considviably ra tifi 

2 ) This was written by Keynes before the Peace 
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and detestable, — abhorent and detestable even if it were 
possible, even if it enriched ourselves, even if did not sow the 
decay of the whole civilised life of Europe. 

Some preach it in the name of Justice. In the great events of 
man’s history, in the unwinding of the complex fates of nations 
Justice is not so simple. And if it were, nations are not autho¬ 
rised, by religion or by natural morals, to visit on the children 
of their enemies the misdoings of parents or of rulers. 

And later on: 

If we aim deliberately at the impoverishment of Central 
Europe, vengeance, I dare predict will not limp. Nothing can 
then delay for very long that final civil war between the forces 
of Reaction and the despairing convulsions of Revolution, be¬ 
fore which the horrors of the late German war will fade into 
nothing and which will destroy, whoever is victor, the civili¬ 
sation and the progress of our generation. 

Keynes’ prophecy of a new war which would come, has, unfor¬ 
tunately enough, come true in every respect. 

And how much of the burden of debt laid on the German nation 
was paid? For the experience then gained may be of use to the pre¬ 
sent conquerors. 

Why, the answer to this very important question can be short; prac¬ 
tically speaking nothing was paid. Nothing could even be paid. 

Instead of the German nation paying, the conquerors, and also 
a few of the neutrals — the Netherlands among others — had to grant 
big loans to that nation 1 ). and with that money the German nation 
paid off part of the debt Where, after all. that money, borrowed at a 
high rate of interest went to — the Dutch share amounted to 0.9 mil¬ 
liard guilders -) — the Dutch investing public knows only too well, 
for it became a big loss. 

As to the loans of the other powers, they show a very interesting 
circle. 

Germany made reparation payments, for instance to France, and 
with the money France paid off part of its debts to America, and 
lent the rest to England. 

') It goes without saying that the Netherlands did this voluntarily. 

-) In addition to this, there are still the short loans. 
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In her turn. England also paid part of its debts to America, and 
America in its turn again lent money to Germany. This circlecame t; 
a dead end shortly after the crisis debacle of the end oi 19. wlnc.r 

started in America. . , . 

In 1931 Germany even stopped paying. The credits gran c. 

Germany by America were then "frozen", and so were not paid 

t)^clc j 

When in 1931 the balance was finally drawn up. ;t appC jVy 

that Germany was lent by its conquerors 

the amount paid by Germany to its conquerors. And m the debacle 
of 1931 that money too was entirely lost. 

Requiring the impossible. 

Greater economic stupidity than was committed there in Ve'^ 
by laying that burden of debts on the German nation, is not im. , 

inable. 

Let us immediately put it very clearly. hen 

A defeated enemy can never pay its conqueiois mi ‘ ^ 

as is always the case after a modern war. very h „ 

volved. . . neither can it pay in gold . . illy 

Most countries of the European continent possess <». I ^ 

no. gold-sources, and since the defeated nations arc cl“ r 

the Central European countries, the payment ol gtea s , 

is excluded. In this it has been left undecided whethe Ulou Um,. 

“gold" will not be eliminated all over the world, as a 
ment, as economically disturbing, and so a so u c > 11 q | 

Payment in the currency of the conquered country ' 
for a short time, in very small amounts, but. as a ic.u > ■ ; 

in great amounts, for no single country has great am nbi ^ 

means of payments at its disposal, apart huh u v .,uld 

doing, the “purchasing-power" necessary for h.m.c emu.. • ^ ^ 

be tapped, and consequently the whole economic life o - • 

try would be disturbed. The printing of banknotes ... “ Je¬ 

tton, in that way. i. no good. for such banknotes a,e. »l — 

So that the only possibility of payment left is: payment m a. 


*) Foreign paper will probably not be at hand any mow m th» ■' 


S. 
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namely raw materials, or products, or in the rendering of services to 
the victors. We shall return to this point presently. 

In the first place, if a conquered enemy has removed art treasures 
from another country during the war, he must return them in an 
undamaged state; if such treasures are not to be found, or, in the 
meantime, have got lost while in his charge, then, in my opinion, it 
would serve the purpose if the lost art-treasures were to be replaced 
by art-treasures of a somewhat similar nature. 

He will have to give back, at the earliest possible date, such things 
as locomotives, railway trucks and carriages, motor cars, machinery, 
and so on, which have been taken away by him and in the meantime 
made use of. It goes without saying, that much of all this will have 
got lost, and the rest will have suffered seriously from wear and tear. 

All the same, even in the matter of the return of many things, care 
will have to be taken, that the conquered country, by returning these 
things, docs not itself become entirely deprived of means of transport, 
even at the expense of the sufferer, for in the chapter "Recovery of our 
economic organism" it has been pointed out that it is a mistake — a 
mistake already made at the time in Versailles — to paralize a con¬ 
siderable part of the production apparatus by an incorrect appor¬ 
tioning of raw materials 1 ) and the sources of raw materials, and so 
also of the means of transport. That must not be done even in the 
case of a defeated enemv. 

4 

The repair of such things and the making of new ones will be 
carried out quickly enough. 

V e shall return again to the question of "payment in natura", or 
by the rendering of services to the victors. 

Is "working" by the clcfailed for the victors possible? 

After a modern war of exhaustion, such as we have experienced 
now twice in a few decades, the defeated nations can only pay their 
debts to the victors, and repair the damage inflicted in their coun¬ 
tries by ‘ working" lor them. But will lhat too prove to be possible 
in practice? 

In order to be able to answer this question, we should be wise to 
take into account the fact that the conquered nations themselves have 
pr epar ed for many years for such a war, and afterwards have carried 

') At least the possibility of providing; themselves with raw materials. 
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on for five long years, at a very great sacrifice of human life, this 
war which was economically so exhausting, only ultimately in t e ast 
few years of the war to suffer tremendous damage in theii o\s n coun 

try, chiefly through air-bombing. 

Now the war is over, such nations themselves are faced with almost 

insolvable difficulties. 

But even if those difficulties were not so great, supplies in natura. 
for instance, could, naturally, only consist of products ent.rJv mac.c 
from raw materials which the defeated country itself proc uces. am 
also manufactured by means of energy coal and oil. 01 " 
power or water-power — which would have to be yie c c( >v - IC 
country itself. As soon as it became necessary to import a 1 ns, 
articles to an equivalent value would have to be exported as cu,n l 
sation, before it would be possible to make a stait with the P a > mc 

in products of the debt. . 

As to the withdrawal of millions of workeis liom t ie < >un 
of the defeated nations, to make them do rcpaii-woi s cl >ew Kl 
convicts, this would naturally mean a serious “hstac v. to tic 
of repair, and also to the complete recovery ol the economic 1 
in the countries of the defeated themselves. I he tone ] 
this would be, that such countries would remain gtcal naps < ^ 

and their population would be doomed paitly to sKin t:i > an 1 

to pauperism. . , • ... 

As to what reaction this would have on the ot ki 11 
Europe, especially those accustomed to cany <>n an mien 
trade with the conquered nations, we shall ieluin p>c cut \ 

For, before going into this matter further, let us take a cjv n 
what happened in the years following the IV.ue "I eisai 

A cry for lielf). 

This is still more striking. In the year 193 1. that is twelve years 
after Versailles, the former German chancellor ot the • K< l ll J ' ^ | 

Briining, travelled in all haste to Paris, with a ciy loi ,L 1 j ic 

that if the victors of 1918, the Allies, did not immediately en • 
German nation, which had been defeated 1-3 yeais p’ 1 • 1 ,u ^ ' • 
liard marks — this in addition to all the money lent t<> ‘ha m« " 
in the foregoing years — there would be a complete tc " n " niK , lt cS 
»n Germany. ‘'And”, he added, “in my country there are sec ret 
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at work, which will make use of the ruins which such a catastrophe 
would bring about, to climb high from under the ruins themselves”. 
Here, of course, he was hinting at Adolf Hitler and Hugenberg. 

Well, to put it shortly, those 2 milliard Mark were not forthcoming, 
and the economic collapse of Germany promptly followed. Some of 
the leading banking-houses suspended payment and the situation was 
not to be saved. 

From these ruins climbed Adolf Hitler, and we know what the 
consequences have been. 

It is worth mentioning further, that England and America, after 
first having refused to supply those 2 milliards at the time, were 
eventually prepared to lend Germany that money after all, but the 
French nation under the leadership and by word of Minister-Pre¬ 
sident Laval — who worked so hard on behalf of the Germans in 
the war which just ended — could not agree to this. Thus it was on 
the initiative of the French, that this loan was refused, so that Laval 
is responsible for the debacle *) which followed. 

And so it appears quite clearly from what has been previously 
said, that, in the years following the Treaty of Versailles, the Ger¬ 
mans received — as we have already written — not only 3]^ mil¬ 
liard R.M. more than they paid, but that even then, twelve years after 
Versailles, it was not possible to prevent a total economic collapse in 

Germany. 

And during that war, practically nothing had been destroyed in 
Germany. And now, after such an instructive experience, how can one 
expect of the Germany after this war, the Germany which is itself a 
great heap of ruins, that millions of Germans will go and work for the 
victors, without this bringing with it much worse catastrophes than 
those the world experienced in 1929. in a world crisis of unprece¬ 
dented dimension, or in new deeds of desperation on the part of a 
people that does not see any more perspective, which will again cause 
the victors incalculable loss? 


1 ) It was in those days that the writer wrote a letter to the American Minister 
Stimson, who was present in Paris to confer on this question. In the letter 
was the following:: “If now those 2 milliard Marks are refused the German 
nation, then later on a multiple of that amount will have to be spent to rec¬ 
tify that serious error.” Well, that prophecy has come true, for at the pre¬ 
sent moment, in America alone, the national debt has risen from 40.4 milliard 
in 1939 to 240 milliard dollars in Febr. 1945. 
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And though it will be possible, in the future, to prevent a third war 
with the Germans, there are still other deeds of despair, and other 
catastrophes imaginable, which can also be disastrous. 

In the days of antiquity. 

In the days of antiquity they set to work very simply; then the 
towns and villages of the conquered peoples were plundered and the 
men carried away as slaves to work for the victor. Such a nation was 
entirely exterminated, with the exception of the slaves, who had to 
work. 

Now we should be inclined to suppose, that such slavery, or what 
resembles it, was a thing of the past. But the hate and the lust of 
retaliation against the vanquished enemy is so great, that it seems 
that, this time too, once more violating the laws of economy, it is the 
intention to apply the old, even classic manner of treating the con¬ 
quered enemy. For, according to the reports which have reached us 
on this point, it is certainly the intention to deport millions of work- 
. men from the conquered countries to the countries of the victors to 
make them perform labour there. 

We must wait and see whether this will not bring its own punish¬ 
ment in the future. 1 ) 

For in that manner, in Central Europe — and partly in Southern 
Europe too — there will be countries where the ruins will remain 
heaped up, and which consequently will also remain themselves 
economic ruins. That such countries will have little purchasing-power 
or power to exchange goods, and that to them there will be little 
transit traffic, is easy to understand. 

And so it is seriously to be doubted, whether this is the most sensible 
way to pursue. 

Iiow will the victorious nations react? 

We must divide the victors into four groups: 

1 ) That the Germans have inflicted that damage in the democratic-capitalistic 
countries to a great extent themselves, and consequently should have to rejmir 
it themselves, is a matter apart from the economic side of the problem. This 
brings us to the field of "responsibility”, even of the "whose fault” factor, 
which played the dominant role then at Versailles, as a result of which that 
peace has brought so much misery with it. So we shall restrict ourselves here 
to the economic side of the problem. 
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1. America — lying outside of Europe; 

2. England — lying in Europe, and its oversea dominions; 

3. .Russia; 

4. The liberated European countries. 

America. 

America now is the geatest “creditor” of numerous European 
countries, which consequently are debtor-states. This is partly due 
to the consequences of the supplies under the so-called lend an 
lease law. Just as on the previous occasion was the case, especially 
with France, the European states will again be only too anxious to 

pass those debts on to the conquered nations. 

That would mean, that the conquered nations would, in the iuture, 
have to produce enormous quantities of products, and so would, on 
a large scale, have to supply America with them, although these 
supplies would, in theory, be effected via the conquerors in the rest 

of Europe. 

Now it is a very interesting fact, that now the war is over, no coun¬ 
try in the world will experience such an economic relapse as just Ame¬ 
rica, so that this country will not have the least need of those pro¬ 
ducts of the vanquished nations. 

As we already know, before the war there were still from 10 to 
12 million unemployed in America, while a great part of the pro¬ 
duction-apparatus, was at a stand-still, — was not utilized. In the 
steel industry alone this was already above 50 % of the production 
capacity. 

During the war and so owing to it, there was a sudden change, and 
America got work to do in abundance in the form of war supplies 
to fighting Europe. Later on, it was for America itself too. So much, 
in fact, that the production machinery had to be extended very 
rapidly. 

But now that that waging of war has come to an end, and the 
production of war material by America, not only for itself but for 
all its allies, has suddenly come to an end, the American economic 
life, that already before the war required only part of its production 
machinery, and so, as already stated, had a great surplus of labour, 
will again be normal. 
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It is not likely that much of this surplus will have been lost in 
the war But S certain that America has suffered no damage from 

the war, so that it has no war-damage to rcpa.r. Furo pean 

Therefore, however, it can supply all the more to all European 

countries for that purpose, and, in that way, P~v.de P~ d ‘ 1 

machine with work. But the paying capacity of the Europ 

tries, now the war in Europe is over. .. no ^"ed to 

will not have much inclination to become more P V wml ]d 

America - which by the way, from an economic point ol 

not be a good thing at all. it an d in 

And so, as already said, there can be Z be a very 

America itself they are quite aware c . irfcat part of the 

serious economic relapse there, l ) an , ag » ° an( j once m ore 

American production-apparatus will go out o a ' s\ With this 
there will be a very large number of unemp o>c European 

in sight, it would be very harmful for America to receive 

labour, or its results, in payment of its c aims on debts in 

It is doubtful, whether it will be possible to pay .. 

any other way, at least, if this is to be done in a manne 

cally justified — as will be necessary. 


Russia. 

As to the Sovjet-republic, where the communistic meth 
duction, or rather state socialism, is practised, in iat s ^ was 

be just as little unemployment now the wai is ovci 

before. Hicli 

The unemployment problem is unknown in such * slat ' . 

does not mean, that the system of production prac izc* ^ 

most ideal one! We shall come back to this very important 'l^| '.m 

later. So in Russia some millions of workers of the conquert 

could find work and to spare, and wc know, that l ic> arc . 

being transported to that country to do forced a > oul 01 

sians. 


written, this relapse has already co,ll 5\, “Ouo Vadis''"- 
cun prevent this by the appl.cnt.on 1 of the W tJ (s) ., 
* •.( __ r inn has alicuoy I). « II UC 


*) Since this was 

) That America cun jmrvciu tnu w —« * . 

plans A, B and D, and if necessary C too lias hut this does not 

th« chapter on “The United States of North America ) but 

affect what follows. 
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But we would pass over this whole problem of the repair^ of da¬ 
mage in Russia, and come back to it again in the chapter “‘World 

Recovery”. 


England and her dominions. 

As to England, she has her dominions and the whole of the rest of 
the world-market as outlet, and so, just like America, will not be 
very sorry, if the great and keen competitor from Central Europa, in 
the future, at least for a long time, is out of the way. But England 
cannot yet know, that in this book the way is shown to provide 
the production-apparatus in every country with an abundance of 
“work”, in future, for sale within its “own boundaries , in which 
export will become only the “means of covering the import , so 
that that fear of a competitor in the world-market no longer has 


much reason for existence. 

It is seriously to be doubted, whether a treatment of conquered 
enemies, corresponding to that at Versailles, and even far sur¬ 
passing it, 1 ) after all the awful experience already gained, would be 

sensible. 

And as to the repair in England itself, the same holds good for 
her, as for the countries of the continent of Europe, which have been 
occupied many years, and all of which have suffered damage, some 
even very serious damage. 

After this, we shall see how these countries stand with respect 
to the repair problem. 


T he liberated countries. 

And now, with respect to the countries of Europe which have been 
occupied, and would so like to have the damage inflicted upon their 
countries repaired or made good by the defeated nations, just let us 
repeat the words already written: 

’’However paradoxical it may sound, so long as in the coun¬ 
tries of the victors or those of the liberated countries there is 
but one unemployed man needing the dole, a country can more 
advantageously repair the war damage itself.” 2 ) 

‘) As in Potsdam has been the case. 

-) Assuming that that out-of-work can be employed for repair work. 
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It would be stupidity for a victor, or for a liberated country, 
to make the defeated nations work for it, so long as in that country 

there is one man out of work and requiring the dole. 

What is the repair of damage, even if that damage has been in¬ 
flicted by the defeated foe, but the working up of costless raw mate¬ 
rials, with the aid of human energy into new products to replace 
those destroyed during the war. Well, that producing too gives 
rise to the circulation of money, the creation of purchas.ng-pov ei. an 
increased turnover in the concerns, with all the favourable conse¬ 
quences attached, such as reduction of the pressure per unit of pro¬ 
duction exerted bv the overhead expenses, together with a rise m 
profits. It gives life and activity to our society and with it pros¬ 
perity and joy of living, and, above all, work. ■ 

Are we going to leave all those advantages to the defeated na 
tions, 1 ) so long as we still have unemployed, who increase ou 
public debts with their weekly dole? This unemployment ,s the be 
ginning of a crisis situation with its keener competition, its tie 
creased possibility of production and its swallowing up of th. profits 

still to be made, by the stationary working expenses 

It is the most short-sighted thing one could do. to think and ac, 

m For h the 'reader will easily be able to conclude from the previous 
chapters "National Debts" and “About incurring national deb 
times of peace or of crisis”, that there is not the slightest arhanta^ 
in having labour performed by conquered enemies. . . 
time, one has to grant a dole to the unemp n\ c< . #■ u c _ 

Moreover: productive labour prevents tie unemp ° .. .. 

coming demoralized, and themselves and then- families l.un, 

Even if the raw materials or products necessary for • “P a _ 
of the damage have partly to be obtaincc rom a >ro* • si _ 

under the future system of "barter that wi a S J,n " ^ ma 

bilities for export, and so, work again for our own p <r , , 

chine and our own "labour”. All this will be with the fasou.able 

consequence, mentioned above. , niv 

Though it may seem very nice to make the defeated ' 

x ) Who in their turn are not in a position to pluck the fruits bvc tu «- 
arc pushed too deep into the mud. 
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for the damage inflicted, and so receive from him gratis products 
or raw materials, once again: so long as a country itself has surplus 
labour; in stead of receiving anything gratis, it is more advantageous 
to have national products made, or raw materials and agrarian 
products produced by the surplus labour, to be sent in return for 
the things supplied by the former enemy. For that again gives an 
increased circulation of money, and... an increased turnover along 

the whole line. 1 ) 

And should the expenses of that work of repair, to be done by 
ourselves, and of those “quid pro quo”, cause our national debt 
to rise during the first few years to some extent, — we would remind 
you that the purchasing-power created by that work really has to 
form of itself a circulation of money — even then, the disadvantages, 
provided those national debts are only liquidated in the manner, 
proposed in the chapter, entitled “National Debts”, will not at all 
exceed the great advantages, attached to the performing of the work 
of repairs ourselves, and the supplying of quid pro quo . 

So it is a perfectly old fashioned idea to want to make the defeated 
encmy(ies) pay the whole debt, by making them repair this damage, 
and so, at the same time, reducing these nations to beggary. No, 
these modern times call for sound economic ideas, and, with them, 
for a different treatment of one’s enemies. For they, too, ought to be 
given a chance to live, even the chance of a life of happiness and 

prosperity. 

It is of no benefit to the conquerors that defeated nations totalling 
100 million people should have to live like paupers, and that too 
for many generations. 

Let them too raise themselves from the pool of misery in which 
they find themselves. Let them too return to life, to happiness and 
even to prosperity, and you will have in them good consumers of 
your products. 2 ) 

What good is it, if they perform work of repair as your slaves, 
or pay their debts with their labour, if by so doing they would not 
be able to buy the products which you have destined for export? 

Had not we here in the Netherlands, shortly before the war, 
yearly a surplus of 90 million kg excellent foodstuffs which had to 

*) We refer here to the chapter “Multiplicity of the money circulation”. 

-) This sounds very different from the measures taken in Potsdam. 
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be thrown on the dungheap, and did not we also have from 300.000 
to 400.000 unemployed whom we had to support and provide with 
work, because the “hinterland" for various reasons, among others, the 
payment of interest and the finding of the money for redemption of 
moneys borrowed from us, was not in a position to buy our exports, 

owing to which these became unsalable? 

When all is said and done, who paid the interest and the moneys 
for the redemption which were paid to our capitalists? 

The answer is fairly clear: they were, properly speaking, the pro¬ 
ducers of those goods which were intended for export, but which also 
as a result of the obligations the defeated nations were under, were 
unsalable. 

I have already written about this important subject in the chapter 
“Foreign loans”. 

*r * 

* 


To go and repair the war-damage inflicted in the libeiatcd coun¬ 
tries and the damage to the production-apparatus by participating in 
the further destruction of Germany means: repairing one s own pro 
duction-apparatus “once” in a manner, which will bring a lasting loss 
to the exporters to Germany and to the transit-traffic. 

It is better to have the production-apparatus repaired hv t mst. 
countries or that country whose production-apparatus is too hi rat iei 
than too small; and where there is even an excess <>t l m " 1,1 * u 
capacity, the best method for all parties for doing this l ,OM1 an (t 
nomic point of view will be discussed further in pait 111 11 
chapter “World -recovery”. 


Let the slogan be: “Live and let live . 

In other chapters I have clearly shown, that the \ i 11 «»i s in ^ 
druggie have a good opportunity to achieve prospeiit>, ' t - l > -• ’ 
prosperity even, now the war is over. Well then, do not let t k on 
made in 1918 be repeated, the mistake of making deinain ^ 

defeated nations, contrary to the stringent law s ol economy. >> ^ 

these nations would be morally and materially iuiiK< . n 
that, let us lead those nations along the path leading to l )lo jd L 
Seeing the damage to be repaired in their own count! y. "i 1 . 

*u labour” which they suffered from the war, they will 1 i.c 
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hard enough to reach that goal without our burdening them with 
debts or making them work for the victors. But by leading them to 
that path and by helping them to reach prosperity, we shall, at the 
same time, be helping ourselves , and our own economic organism, 
for, acting in that way, we shall make of them consumers with great 
purchasing-power. 

Let us remember this. 

Therefore the reader is referred here to what (in 1938) is written 
on page 24 of my "Quo Vadis?”-brochure. For let us, this time, be 
on our guard against repeating this mistake. On that page may be 
read: 


Most unfortunately, the "Big Four” who, in the early part of 
1919, met at Versailles to draw up the most wretched of all 
peace treaties, did not realize the existence of this wealth and 
prosperity, or, in other words, were not aware that the war of 
1914—1918 had “brought about wealth”. 1 

If they had been aware of this, how very different would 
have been the text of the peace treaty. Then they would have 
thought twice before fettering a people numbering some 65 mil¬ 
lion souls (excluding Austria) as was done in the far distant 
past, and compelling them to live a life of poverty without any 
prospects of betterment whatsoever. How is this mistake now 
affecting Europe, which is once again armed to the teeth, with 
the states facing each other ready to commit the most stupid 
acts! 

If the “Big Four” had been conscious of the possibility of 
there being wealth they should have invited Germany to colla¬ 
borate with them in an attempt to secure this wealth or rather 
to bring about prosperity by using the great producing plant in 
the interests of mankind. 

It was the greatest mistake on the part of those, who imme¬ 
diately after the war, that is in the beginning of 1919, assumed 
the leadership in the various countries not to have availed them¬ 
selves of the possibilities of achieving prosperity. 


1 ) This, because the total production capacity, after the war, was greater 
than before the war. 
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The lesson of the past. 

The following - fact proves how foolish it is to put inpracticable 
claims on a defeated foe, after years of a modem war of exhaustion. 
In 1933, when Hitler took over the government, America still had 
claims on various European states amounting in all to about 1 -V 2 
milliard dollars. 

Now we all know, that with the exception of Finland, no single 
European country fulfilled its obligations to America, also because, 

practically speaking, Germany paid nothing. 1 ) 

Well then, America should have been wise enough to send its 
President once more across the Atlantic with the promisory notes of 
the European states, 2 ) in his portfolio. There he should have invited 
all the heads of the states to meet him round the green table, have 
laid his claims on Europe before him and spoken as follows: 

“Our peace-work in Versailles has not been a-success. Well 
then, we Americans are prepared to give up our claims on 
Europe, arising from the war 1914—1918, if the victors of 1918, 
to whom we also belong, arc prepared to repair the mistake of 
the Treaty of Versailles, and so remove the thorns from the 
flesh of the defeated nations. In this way Europe is offered 
the opportunity of complete recovery, and is consequently as¬ 
sured of a future of lasting prosperity and peace.” 

Had America’s President then spoken in such a way and it 
would even have been better, if America already had done such a 
thing about *1925—1928 — it would, in theory, have sacrificed that 
amount of about \2 X A milliard dollars. I say in theory, because 
nothing would have come of that payment, in practice. But by acting 
in that way, it would have been assured of a prosperous, a peaceful 
and, above all, of a Europe with great purchasing-power, which, as 
outlet for its products, and so, as a possibility of production for its tre¬ 
mendous production machine, would have been much and much 
greater, and of considerably more significance than the Europe of 
the years 1930 up to the war, poverty-stricken as it was and filled 

In this chapter we have already been able to read what a strange circle 
the moneys paid by Germany covered, only to return again into the German 

treasury as “loans”. . , , . , 

2 ) Which had already proved to be no longer of any “practical value, but tnen 

still had a great moral value. 


247 



NEW WORLD ECONOMY 


with hatred, in which the world crisis raged violently and in which, 
consequently, the purchasing-power was extremely small. 

In that way, America could, to a great extent, have saved itself 
from the world-crisis, which curiously enough began in that rich 
country of the principal victor of 1914—1918, and that in the year 
1929. And by acting in that way, America could certainly have saved 
itself to a great extent, from the loss of income, certainly amounting 
to 200 milliard dollars, from the approximately 10 American crisis 
years, 1 ) as well as from the tremendous loss of capital, caused by the 
crisis. 

No, those 12*/2 milliard dollars of European debts would not have 
been sacrificed in vain. But that excellent deed described above, the 
most advantageous which America, the great commercial and banking 
house could ever have done, was, unfortunately enough, not per¬ 
formed. America preferred to accept that loss of capital and the 
loss of income of the crisis years, the latter amounting to 200 mil¬ 
liard dollars, and even preferred to risk a new world war — which 
as far back as 1919, Professor Keynes had prophesied would be the 
consequence of the mistake of Versailles — the financing of which 
caused the American public debts to rise from 40.4 milliard dollars 
in 1939 to about 240 milliards in February 1945. And how much will 
still be added to them? 

You sec, the “leaders” of our world-economy in the years behind 
us, were at logger heads with the economic laws, for they had no 
understanding of a sound economy. 

Will things prove to be different now the war is over^ So far, this 
is very seriously to be doubted. 

Another kind of modern slavery. 

For the sake of completeness the following should also be men¬ 
tioned: 

There is still another way of compelling a defeated nation to pay 
a very large war-contribution, and that is by confiscating its economic 
organism to a larger or smaller extent by dividing the shares of its 
enterprises among the creditors. 2 ) 

! ) Here we have compared the National Income in America of the years 1930 
up to and including 1939, with that of the year 1929. 

V -7 r° tsdam they went to ' vo, 'k still more radically, for we know it was 
decided to transter a great part of Germany’s industry to other countries. 
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But that too would mean nothing- more nor less than old-fashioned 
slavery in a modern guise, as, after all, it is not so much the share¬ 
holding that matters, but the fruits this holding of shares would yield 
in the form of dividends. 

Well then, as we know, this is economically possible so long as 
small amounts are involved, but we shall have to bear in mind, that for 
every amount that such a defeated nation paid in cash in this way, 
it would only be able to import for an equivalently smaller amount, 
which would in its turn mean that the victor would be able to export 
less to such a country. And so that would mean for the victor a simi¬ 
larly reduced production possibility. Who considers this objectively 
and with some knowledge of economics, will observe that the receipt of 
that small amount of interest at the expense ol the expoit, and conse¬ 
quently at the expense too of one's own production possibility, is 
perfectly valueless, and offers no single advantage. 1 have already 
described this fully in the chapter “Foreign loans , and also in my 
article “Public loans”, which appeared on 10 March in various Dutch 
daily papers. 

But should the confiscation of the production machinery of the de¬ 
feated enemy be applied on a large scale, then all those serious I.mlts 
mentioned here will also grow, and to such a serious extent, that m . 
one single advantage will be left for the victors, while the cooqu> • cd 
nations would fall into such a state of dependency and slavery, 
that all desire for any show of energy and recovery would he nipped 
in the bud, and such nations would again sink into demoi ab/unon. 
pauperism and finally despair, which one would easily umcisium 


w - 

>c that of England and the European coun- 
-ar were occupied — though perhaps to a 
houid he overburdened, and continue to he 


This same fate would he 
tries which during the w 
lesser extent — if they should he ov 

overburdened with debts to America. , 

Let America seriously think of what has been wiitlm in t 
few lines in connection with its policy, which, at this "mm 
Washington and Wallstrcct is being put into pi\uticc to\\ai< s » 
European allies of to-day, and which, it would seem, i> © om & 
carried out towards the whole of future Europe. 

Here, in a few words, I will begin by saying that AnKiita is 
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tirely on the wrong path, and that the Americans are making a 
mistake, if they think that they would be acting wisely by making 
a sort of vassal-state of the whole of Europe. 

Once already America — with the former allies — made a very 
serious mistake at Versailles, and a still more serious mistake was: 
failing to correct (in the years after Versailles) the mistakes made 
there, and this failure was still more serious when the coming of 
Adolf Hitler pointed to new dangers. If America had followed the 
way indicated here, in time, that is to say, if it had given up all its 
old claims on Europe, America could have created a Europe politi¬ 
cally quiet, economically prosperous and consequently with great pur¬ 
chasing-power. 

Unfortunately those wise lessons from the past are still taken sr 
little to heart. 

IJct another method. 

There is yet another way to be considered for making a conquered 
enemy pay a war contribution, and that is to make him pay, for 
a longer or shorter period, an extra payment of say 5 % on the value 
of everything he imports. This percentage could vary with the nature 
of the article. 

The reader will be apt to suppose that it would be more just to 
make Germany pay this 5 % on all its carport. It will turn out, how¬ 
ever. that the application will be less difficult and the results better, 
if it is done as proposed here. 

But also there are many objections to such a method of levying, 
chielly because there must be sound co-operation and harmony, not 
only between the countries and peoples of Europe who would apply 
such a levy to the conquered nations, but even between them and all 
other countries in the world and their people. 

After all, such a method of "levying” amounts also to “working” 
for the conquerors, who, in their turn, will, owing to this, have less 
opportunity to export to ail the countries hit by such a “levy” prac¬ 
tice, which would ultimately show, that such a levy would yield no 
advantages to the conquerors and their allies. 

But, for the sake of completeness, we did not wish to omit just 
drawing attention to the possibility of such a levy. 


250 



HOW AND HOW MUCH CAN A DEFEATED ENEMY PAY? 


Conclusion. 

The only way to pursue is that of strictly carrying out the stringent 
laws of economy and nature, and they do not tolerate exhausted, 
conquered nations again going to work for the victors. This must 
not be forgotten in the coming peace. 


St. Matthew 5 : 44. 

But does not the reader see here, how incredibly beautiful really 
those economic laws and those laws of nature are. if we observe that 
they demand from the victor as the highest degree of economic wis¬ 
dom, that he should extend his hand to the defeated enemy, even ra.se 
him from the morass, and instead of overburdening him with debts, 
or making him do repair-work or work as a slave, give him too a 
share in life, even build up with him in harmonious co-operation a 
new and better world? (See page 2-1 of the “Quo Vadis?”-brochure 
and page 246 of this book). 

Must we doubt a moment longer that such an economy is the right 
one, for did not Jesus Christ teach “neighbourly love , and did not He 
give to mankind the command “Love thy enemies as thyself, and do 

good to them that hate thee”? 1 ) 

For 'how harmonious are the laws on which our cosmos is built, 
if we clearly keep in view that those commands of “neighbourly love” 
and that loving of one’s enemies, arc in full accord with the economic 
laws, which after all, are based entirely on “materialistic” conside¬ 
rations and calculations. 

But then it appears to us, how little we humans have known and 
understood those stringent economic laws, for it to be possible for us 
to have acted hitherto in exactly the opposite way — especially at 
Versailles — by trampling under foot every commandment of 'neigh¬ 
bourly love”, and hating our enemies, forcing them deep into the 
mire and overburdening them with debts which they could not pos¬ 
sibly pay. 

How that acting in conflict with God’s commandments and His 
economic laws has revenged itself on the conqueror who themselves 
were scourged with a crisis of unknown extent, which even culminated 


i) St. Matthew V — 44: But I say unto you: Love your enemies, bless them 
that curse you, do good to them that hate you, and pray for them that despite, 
fully use you and persecute you. 


251 



NEW WORLD-ECONOMY 


in this second most terrible of all world wars, which Professor Keynes 
as far back as 1919 prophesied, and so, well considered, designated as 
their “own work”. 

Humanity has been given by God great, very great freedom to go 
its own way, if it only accepts the consequences of doing so, when it 
acts in conflict with God’s commands and His stringent laws. 

* * 

* 

In the introductory part I, the question was already put: 

„Do the victors know how defeated opponents must be treated after 
a modern war of exhaustion, so that the victors do not suffer more 
new loss, than the compensation, that can be obtained from the de¬ 
feated enemy, on account of the damage inflicted by him during the 
war? Even more new loss, than the compensation the conquerors 
think they can get from the late opponents, for the damage inflicted 
by them, as for instance was the case in the quarter of a century fol¬ 
lowing the peace of Versailles?” 

Well then, we have seen in this chapter that, in 1919, at Versailles 
— according to Keynes’ estimate — £S milliard (160 milliard R.M.), 
was demanded of defeated Germany. Twenty-five years have lapsed 
since then, but, in that quarter of a century, the then victors have 
suffered again in loss and expenses first from the world-crisis and 
now from the second world-war, to an amount that is many times 
the multiple of that amount, of which, as we now know, after all, 
never a pfennig was paid. 

So we see in this, a strong confirmation of what was written above 
about Matthew V : 44. 1 ) 


* * 

¥ 

Another cxclc. 

According to all appearances, we shall soon again experience a 
"cycle” like that which was already experienced in 1919—1931 with 
the reparations. 

According to the newspapers the defeated nations will have to 
supply the conquerors with millions of workers, while the victors in 
their turn undoubtedly will have to “loan” (as has been usual up to 


p f a r°. of the opinion, that the Treaty of Versailles, was much too mild. 
But the stringent laws of economy and of nature do not tolerate such a 
treatment of conquereu nations as occured there 
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now, in accordance with former economic views) veiy great sums t 
the defeated nations to help them to get a little out of the rn ' 1 '-- ^ 

This time that money will not be paid back as ieparati n 
cause now the defeated nations will xvork for the victois. 

But all the same that loaned money will disappear in a , 
less pit, and will never be repaid, for the simple leasmi tnnt u -‘ 

a thing is impossible. . 

Now those sums which are to be loaned aie puichasin-, p 
created in the countries of the winners by workers of the 

And with that purchasing-power the governments ot the detea e, 
nations will go and pay for the "labour . pertonned in tun 
country, and will buy with it products and raw materials m t e c un- 
tries of the winners — consequently the results of theii (\ictoi s, w 
and, after the elapse of some time, perhaps e\ en the iW'U.t 
forced labour of the deported people from the defeate nations. 

So here again, we see a "cycle \ But this time, the detcatcc n 
supply "workers”, while at the same time the winneis '\i II 

the defeated enemy with "purchasing-power , lor 1K ' 1 _ , 


- WU V. livlll j » » * l'-- V-’ * 1 \ I * 

men in the camp of the winners will first have to woi . * 11 L 

r _ * _ l .. I ^. x o n 


bably 


in cite uunp ui uk: ..- - . ^ % { i • 

the winners, at least many of them, will, at that moment. a b °■ c 
national debt growing, in consequence ol the dole " 1IC 1 u * 
have to pay to their post-war unemployed. 

If people were wise enough not to demand that ^ lU CI ' i 

defeated nations, then, probably, it would not be ncccssaiv ‘ • 
them any "purchasing-power”, for which the winners thenseh e f 
'have to work, and they themselves would undoubtedly hare feuc, 

Thul° Oris whole cycle is again a great piece of stupidUy. lust hkc 
that in the years after 1919. 

And it again appears clearly from all this, that t »c sl T ,U J! 
of the nations and their advisers have, in the ycui s pt uu i ^ 
still learned nothing from two awful world-wais an< 

world-crisis. , | K . 

The conference of Potsdam, of which the conscqucr r( 

expected for the whole of Europe, will he mentions »\ 

IV, has this already clearly demonstrated too. . . 

Our children and our grandchildren had bettci < c mi <- y 
themselves for new catastrophes to come. 
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CHAPTER XLI 


WHAT WILL BE THE VALUE OF THE 
CURRENCIES NOW THE WAR IS OVER, 
AND WHAT WILL OUR GUILDER BE 

WORTH? 1 ) 


T his is a question which is occupying the minds 

of many people. 

But the answer to that question will depend entirely on the answer 
to another question. And that question is the following: 

Now the war is over, will the winner(s), again commit such a heap 
of mistakes and stupidities as after the last war? And will people 
continue to act in absolute conflict with the extremely stringent laws 
of nature and of economy? If so, then I should not give much for the 
values of the various currencies, and consequently not for our guilder 
either. 

But if sensible action is taken soon, if the passions are kept under 
control, if all the stringent economic and natural laws are strictly ob¬ 
served, and ultimately such sound peace stipulations are compiled that 
it will be possible to build up on them, a better, and so a prosperous 
society, well, in that case, I consider the various currencies, even those 
of the very badly hit countries, absolutely sound, and even of no less 
value than before the war. 2 ) 

We shall not pay too much attention to the first mentioned case, 
that in which foolish action would be taken, for there is no remedy 
for that. 

But if. now the war is over, things are done wisely, then we shall 
have the following situation. 

All countries have participated in the war more or less, either 
directly or indirectly, and have been seriously affected by it. All 
the war-waging countries with the exception of America, have suf¬ 
fered to a more or less serious extent from bombardments, the ravages 
of war, through that war have lost a larger or smaller number of 

*) This concerns also the pound, the dollar and every other currency. 

-) Since this chapter was written the currencies have been fixed as follows. 
1 £ is 4.03 dollars, 10.GUI guilders, 200 Fr. francs and 176^2 B. francs. 
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people, and are all, without an exception, overburdened with public 
debts, one to u greater extent than the other. This also holds good for 
many of the former neutral countries. 

Well then, we need not be disturbed about these debts, if only the 
method given in this book for their liquidation is followed. (Sec the 
chapter on “National debts ’). 

And then, if only we keep strictly to the further stipulations and 
prescriptions mentioned in this book, all of which, are based on the 
stringent laws of nature and economy, we really need not be worried 
about our currencies, especially not if we accept 

“labour” as “the measure of value” 
for that would greatly simplify the stabilization and the fixing of the 
currencies. 

This, at least, as far as the countries producing on modern lines, 
are concerned. 

The currencies of the other countries, those not producing on mo¬ 
dern lines, such as the Eastern, the South-Eastern and also the 
Southern states of Europe, will be treated in accordance with what is 
written about the currencies of such countries in the chapters “Valuta- 
fitabilization” and “Labour as the measure of value”. For the standard 
of living of such countries expresses the relation of the cost of pro¬ 
duction of those countries to that of those modern states with their 
high standard of living. 

Production the dominating factor. 

For we must remember, that production and the method of pro¬ 
duction are the dominating factors. “Money’ is. and always will be, 
only an expedient, for, after all, the product itself is the thing. 
If we can produce much, we shall live in prosperity, at least we can 
live in prosperity, if, on the other hand, we can only produce little, we 
shall live in poverty. 

All this depends, however, on our making no mistakes which ulti¬ 
mately end in crisis or war. 

Naturally, the reparation of the war damage will play an impor¬ 
tant part, though, when fixing the currency this may not be taken into 
consideration. 

Now I have already demonstrated, that, although in many coun¬ 
tries much has been destroyed by the violence of war, now that the 
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war is over, the total production apparatus will have become bigger 
rather than smaller, while the damage which has been done to the 
production-apparatus in Europe and to the means of conveyance 
there, is, of course, to be considered first for repair, so that this can 
again be repaired within a limited number of years, for each state 
separately, even the mcrst hard-hit. 1 ) 

As to maintaining of the so important equilibrium in the balances 
of payment of the various European states during these years of 
reparation of the damage inflicted upon the production and distri¬ 
bution apparatus, this is only a question of pursuing the correct eco¬ 
nomy, internationally. 

In part III it will be further demonstrated which economy it ought 
to be. But here we can already state, and the reader will immediately 
be able to see this for himself in the following chapter — which is the 
last chapter of this book — that good economy is generally para¬ 
doxical. 

And so the whole European production problem, and consequently 
that of the currencies, too, need give rise to no serious worry, of course, 
provided that the correct ways are taken. 

We shall return also to this currency problem in part III. 

The American currency. 

As to the future value of the dollar, we must take into account 
the fact that America is the great creditor of practically most coun¬ 
tries of Europe. 

So, after all, the dollar ought to be the soundest of all currencies, 
and, with respect to the other currencies, ought to head the list. But, 
in this should happen, Europe would not be able to do much business 
with America, for American products would be much too expensive 
for Europe. 

So we should only be able to buy from America what was abso¬ 
lutely necessary, and, for the rest, have to manage with our Euro¬ 
pean products, or products from elsewhere, or, if necessary, to make 
shift without them. 

This would be of no advantage to America, so that America will 
have to see to it, that the ratio of the dollar to the other currencies 
is not abnormally high. 

’) Russia is not taken into consideration here. 
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It is true that the standard of living in America, may, as formerly, 
be higher than in Europe, because thanks to the great quantities which 
can be produced there, and actually are produced, an efficient method 
of production is promoted, while America has some specialities which 
Europe needs all the same , but this difference must not be too great. 

We repeat, that we can give America no better advice than to 
act wisely with respect to the claims on Europe, and especially to 
take a lesson from the experiences of the years following the last war. 
Let America not forget, that the balance of payment ot every Euro¬ 
pean state after the war will have to be in equilibrium, that with 
America too. So that if we have many debts to pay to America, we 
shall be able to import little from it, while, on the other hand, if we 
have to pay few or no debts, and conscqently have no interest to pay 
on them, we shall be able to import many American products. 

The latter state of affairs is — as I have already written — much 
more advantageous for America than the receipt of interest and the re¬ 
demption of debts. It is needless to point out again, that big payments 
in interest and redemption arc only to be made in products or ser¬ 
vices, that is to say, in “labour” on the part of the debtor to the 
creditor. And America does not need that labour at all. It is for those 
reasons, that there will be no wiser or more sensible economy to, 
America, now the war is over, than the immediate cancelling o its 

claims on Europe. 

I shall return to this very important matter in the third part ot 
this book. 


Banknotes. 

We will just give our attention to the circulation of banknotes. 
Since the arrival of the tranfer system, banking accounts and cheques, 
banknotes have lost a lot of ground, and their use has become con¬ 
siderably less. It would be possible to extend the transfer system and 
these banking accounts, and consequently the use of cheques, con¬ 
siderably, so considerably that small money and banknotes would 
only be necessary for small expenditures. 

Banknotes and small change should only be looked upon as il they 
were counters in a game of cards. A certain quantity must circulate 
in order to make it possible for the game to go on (at least the sort 
of game our parents and grandparents used to play). 
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Gold cover for banknotes is an old-fashioned idea. 

Let the banks of issue simply put banknotes into circulation when 
circumstances call for them. 

It will not be difficult for the board of the Bank of Issue to deter¬ 
mine from statistics how many banknotes must be in circulation at 
any given moment. 

If the business outlook becomes less favourable, a certain propor¬ 
tion of the banknotes must be withdrawn from circulation. If the out¬ 
look becomes more favourable then more banknotes will have to be 
put into circulation. 


AN ADDITION — AT THE VERY LAST MOMENT. 


r l he Netherlands. 

As to the Netherlands, this country which has 
been so badly hit in this war, both at home and in its colonies, will 
have to work very energetically and also to carry out a very sound 
economic policy in order to keep its guilder up to the mark. 

And so the Netherlands will not be in a position to devote its 
entire energy to the work of reparation, and by so doing, neglect the 
normal production. No, after having repaired the means of transport 
for the general benefit, as much as possible, and after having taken 
the necessary emergency measures for solving the housing problem, 
full attention will have to be given to setting industry working at the 
earliest possible moment. The Netherlands will have to import on 
a large scale, but will have to see to it, that, as soon as possible, all 
import is compensated by export or by the rendering of services. 1 ) 

The state will have to restrict its intervention to what is absolutely 
necessary, lest the state machinery should become too expensive. It 
must not be forgotten that, from an economic point of view, the corps 


*) This, notwithstanding what will be written in part III about the main¬ 
taining of the equilibrium of the balances of payment. 
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of civil servants consists, for much the greater part, of unproductive 
workers and that the expenses attached to the entire governing appa¬ 
ratus and a regulation on the part of the state - planned economy- 
must be borne chiefly by the normal production and distribution pro¬ 
cess, while also the great expenses attached to the state capital ser¬ 
vice, must, for the greater part, be yielded by it too. 

And it is, therefore, a matter of urgency that our entire production 
apparatus should function at full capacity, without any delay. But 
therefore it is necessary too, that in industrial life and in the case of 
private individuals, there should be sufficient working capital 
‘•purchasing-power” — to set the-production process going. 

In this connection, the experiment of the Netherlands Minister for 
Finance with his monetary measures is of the very greatest impor¬ 
tance. For here, for the first time, a measure has been taken on a 
large scale, based on the new economic postulate: 

“that every product creates its own value in purchasing-power . 
But the rigorous manner in which the Netherlands Minister for 
Finance has applied this measure engenders the fear that H.s Excel¬ 
lency forgets that, if the “purchasing-power’ is to be created, the 
postulate already mentioned in this book in the chapter Nationa 
Debts”, must be observed, namely “that during the production and 
distribution process just as much “existing purchasing-power is 

utilized as new “purchasing-power” is created. 

That “existing” purchasing-power which must be utilized, ought, 
as already said, to be present in the concerns, and also in the hands 

of private persons. . . . 

It goes without saying, that the employees receive it in the loim 

of their week’s wage, or their month’s salary, as the case may he. 

It is therefore a moot point, whether the Netherlands Minister lor 
Finance has acted wisely in, when all is said and done, placing pos¬ 
sessors of capital under a kind of legal control with respect to the., 
possession, and also, whether his system of strict economy, ol saving 
and of thrift, is the right one. 

For this is again a system of “deflation”, which is at antipodes with 
the system propagated by me, which is that of "Let the money roll ') 
and in the first place see to it, that industrialists, private persons and 

') This not interpreted in the unfavourable sense however; wen unnecessary 
expenditures make the money circulate and ro are usclul too. 
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employees have sufficient purchasing-power, so that the production 
apparatus has full work, and all commodities produced can reach 
their ultimate buyers. 

The monetary measures now being taken in the Netherlands will, 
it is to be feared, result in many obstacles in our economic life, and 
that is not desirable. 

Confidence in banks and the transfer-system has been shaken, so 
that hoarding of banknotes, with all the consequences attached to it, 
will be the result. 

The placing of possessors of capital under legal control will have a 
depressing effect and will kill energy. But the worst of all is, that the 
obstacles in the way of making payments, presumably will result in 
debtors taking advantages of the circumstances, by asserting to their 
creditors: 

“I cannot pay, because my means are not at my disposal”. Some¬ 
times this will really be the case, but, often, it will not be so. 

The abolition of the secrecy imposed on banks may be just as un¬ 
avoidable, but it should be re-imposed as soon as possible. 

« * 

* 


The Minister for Finance said in his radio speech “The whole 
world is following the experiment in monetary measures in the Nether¬ 
lands”. Well then, this experiment is not without danger. It is even 
to be expected that the Dutch Minister of Finance will have to greatly 
moderate his original plans if he wishes to make his momeray mea¬ 
sure a success. 1 ) 

As to how the fabulous National Debts will be liquidated , we are 
leit still in the dark. Presumably the first few years the paying off 
will take place in the old-fashioned way, viz, by creating new debts 
to pay oil the old ones. But, in the long run, it will appear, that the 
only economically justified way is the way proposed in this book in 
the chapter "National Debts”, namely the yearly amortization of the 
principal with 1. 2 or 2 1 2 r /<, because there will be not enough money 
in the treasury to pay off the debts. 


') As His Excellency has already done to a great extent since his announce¬ 
ment in the "Stnatsblad’’ of 2Gth July. In the meantime we have got to 
know lrom the book "Nota in zake do monetaire en budgetaire positie in 
Nederland who the advisors of His Excellency were in this important matter, 
and what advice they gave. 
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That the thesis that “every product creates (re-d.stnbutes) its own 
value in the purchasing-power" is the basis of this experiment, is 
perfect — who would expect any other opinion about this trom me 
but it would have been very much better, if the interference with the 
personal possessions and with personal liberty had been con'Ucur>y 

less than is the case now. ... , 

It is to be hoped that both the Minister and lus advisors wnl s o* 

great prudence in applying “capital levy in the case ot ) >na 
capitalists. The chance of dislocating and paralyzing economic a , 
would be very great. It would be better, after allotting to each irn 
vidual his, or her, share in the National Debts . to pass on to a f 1 
rentiation in the payment of interest on the pub ii c <- ' ts - " m 
arisen during the war, - see pages 88 and 89 - varying m 
V 2 % or 1 % to 3M % in proportion to the bearing power, or i.the 

the incomes which the capitalists already have at tieu ci-pc - 
In this way, the same is achieved but in a less li.-oious m i , 
for the State, the burden of interest, by so acting, uou ' L . 
rably less. With respect to the interest pa>ment one mil 
sight of the fact, that by this the total purchasing-power presc • 
State is not reduced, provided the tax-levy ncecssan o. 
is effected in the right manner. But in the whole very unpo tan p.^ 
blem of monetary measures and the liquidation o tu ll .~ 

it must also be borne in mind that: , 

/ 1000.— (about £ 100) paid by a capitalist in Case m- _ _ 

useful, but as soon as this J 1000.— (£ 100) is , 

chasing of products, it causes a ten-luld circulation o j ^ 

that is to say / 10.000.— (about £ 1000 ). il not nioic ^ ^ 

muneration of the services rendered to the pi»< >“ 1 , . 

receive from this / 10.000.- (£1000) more ^ u ,, |k 

duction- and distribution-process and ii«»m a " , .} v ,i 

it, than that /.000.- (£.00, which the State -eivcal Inn, „ . 

capitalist, while that purchase moie-o\ti u cM , sUl( h 

providing “labour” and the increase of turnovei m ti.c " 
all the favourable consequences attached to it. 

1 ) Even 'A % interest is more than the bankers iraw h-l"u 

amounts deposited with them. . , - ,■ .., , n ,y”. 

a ) See the chapter on ••Multiplicity of the circulation 



CHAPTER XLn 


DIVERGENCY OF OPINIONS 


In the first chapter of this book, we wrote on 

the last page: 

“We will now already draw the reader’s attention to the fact 
that, before he has finished this book, he will see that all solu¬ 
tions given here of the pending great world-problems, once 
and for all deviate from the still prevailing opinions with 
respect to these problems, and from the ways which are still 
followed at the present moment with respect to those problems, 
on the supposition that they are the correct ones. 

Now this deviation from the solution arrived at here, and from 
the opinions of others, or the ways prevailing at present, is as 
great, as the difference between black and white. 

But only one of these two views can be correct, from which it 
follows that the other is absolutely wrong. The reader may 
judge fcr himself. The new view has been adequately explained 
and elucidated here, to enable him to judge for himself. 

But if the new view in these very important matters should be 
the correct, one, one must not be astonished that this last quarter 
of a century has brought us two terrible world-wars, and one 
long anil miserable world-crisis.” 

Well then, reader, you have been able to see how greatly the so¬ 
lutions (icscrihecl here for the great problems which for many decades 
have called and certainly still call for a sound solution, deviate from 
existing ideas, or from the ways hitherto followed. 

We shall only speak about the principal differences: 

Neither the democratic system of government, — hitherto considered 
the most ideal one. but by which it is impossible to govern smoothly 
and soundly nor the absolute dictatorship, — which, in success leads 
to presumption and recklessness, and in failure to a policy of “va 
banque are suited to govern the nations in a right way, but a 
s)stem that can be looked upon as the synthesis of those systems, con- 
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taining the “good” that they both have in them, but avoiding the “un¬ 
bound”, which inherent to both systems, is. (This will be further eluci¬ 
dated in Part IV). 


Not on discord, hate and a desire in the nations for reprisal must 
the future be based, but on united and harmonious co-operation. 


It is not the enmity between employer and employee propogated 
for already a century, not the conflict between capital and labour 
with its strikes and lock-outs, that will bring us a better future. 

but a joint march to prosperity, as described here. 

For I have already written O, "the ways which lead to prosperity 
for capital and labour run parallel. “Capital cannot continuously 
tread the path leading to prosperity, unless it voluntarily takes 
“labour” with it on that way, and lets it participate in the pros- 

perity. . . 

The highest wisdom of the industrialist does not lie in remunerating 

“labour” as badly as possible, as the opinion has been so far, on the 

contrary, it is just in as good a remuneration as possible, taking into 

account all economic factors connected with it. It is especially in a 

correct distribution of the “purchasing-power” created during the 

process of production and distribution that this wisdom lies. 


Not deflation, but just the opposite, “live and let live , « the 
way to prosperity, and the prevention or the remedy for unemploy¬ 
ment, and through it the putting of money into circulation in the 

smoothest possible way. 

It is not the utilizing of our principal products, such as houses, ships, 
machines and motor cars as long at possible, that is the highest de¬ 
gree of economic wisdom, oh no, just a limited use of them. They must 
certainly not be utilized after they have served us long enough — in 

accordance with an amortization system. 

It is not the " gold ”, which represents the accumulated work and 
purchasing-power of the past, sometimes even of the distant past, 
but the work, which we now perform and the purchasing-power which 
we now create with it, that are of value to us. 


Not in devaluation is safety to be sought in case of a 


disturbed 


i) In the book “Quo Vadis?” or “The Way to unprecedented prosperity”. 
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equilibrium of the balance of payment, but in a correction of inter¬ 
national commercial traffic itself, and the rendering of services, in 
the manner suggested in this book, in other words, in a powerful 
stimulation under qualified guidance of the export trade of the states 
which have arrears in the balance of payment. 

Not export of “capital” or “purchasing-power” such as has taken 
place up to now by milliards, for that is fatal, and disturbs our eco¬ 
nomic organism. “Purchasing-power” for which there is no employ¬ 
ment in the home market, points to economic mismanagement. The 
way to prevent this has been indicated here. 

The state must incur no debts for the purpose of remedying a con¬ 
dition of crisis, and to mitigate the most disastrous consequence of 
crisis, unemployment, by granting doles and providing work. For 
incurring public debts is a-social, and economically inadmissible. For 
it is chiefly the masses (the labourers) that have to bear the heaviest 
burden of the liquidation of public debts. 

The correct way to prevent crisis and unemployment will be found 
in the plans A, B and D of “Quo Vadis?” 


Not by overburdening the defeated enemy with debts, and by ma¬ 
king them repair the damage inflicted, does the consequeror serve his 
own interests best, but by helping that enemy on to their feet, again, 
helping them to become a nation, healthy, industrious, enjoying life 
and, consequently, with great “purchasing-power”. 

Looked at from an economic point of view, it is even more advan¬ 
tageous for the victor, at least as long as he himself still has unem¬ 
ployed, — much as it may seem paradoxical — to repair the damage 
inflicted by the enemy, himself with his own resources, than to have 
it done by the defeated enemy. 


And last, but not least, not an eventual exercising of power, or an 
economic guardianship, by the present winners over the weary, even 
exhausted European nations, is the right policy; not in the possession 
■ >1 claims for debts on the same nations, debts arising from war or 
food supplies, lies the highest degree of economic wisdom on the side 
oi America, that great commercial and banking house, now it has 
emerged as victor from this war together with its allies, but just 
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in the immediate remittance of all those claims — however para¬ 
doxical that too may sound in the ears of the Wallstreet magnates. 

Let neither America nor a small minority group of states strive 
for “supremacy”, but let it award the oldest claims to it to Europe. 
For Europe, with its old history and its nations which have been puri¬ 
fied by centuries of suffering and struggle, and so have won their 
liberty and independence, but also their pride, is unsuited to have 
the law laid down by any one, whoever it may be. 

Any attempt at exercise ot authority over Europe would, in the 
long run. stir up bitterness in the European nations, many of whom, 
through no fault of their own, have already been seriously victimized 
by the recent conflict. For Europe has not fought for centuries lor its 
liberty and independence, and it has not struggled through two world 
wars and one world crisis, neither has it been liberated from the 
German yoke after a bitter struggle and much, indescribably much 
suffering, only to see itself burdened with another yoke. 

That bitterness in the European nations would lead to depression 
and this again to crisis conditions, of which the countries lying out¬ 
side Europe would also experience the serious repercussion. 

Just a free, independent, prosperous, and so cheerful Europe will 
prove to be the best customer for the countries lying outside Europe, 
such as America, and so will eventually bring the greatest advantage 
to those countries. 

Then let America apply, as soon as possible, the “Quo Vadis. J 
plans A, B and D and. not to forget the so important plan C. of which 
the reader will find the description in part III. lor with their aid it 
will create lasting prosperity, not only for its own people, but even 


for the whole world, as will be demonstrated later on. 

In the way briefly described here, everything is in entire accord 
with the stringent laws of nature, with the extremely stringent laws 
of economy but also with the commandments of God. In this way too. 
the mentality of the nations is taken into account in such a way, that 
for all nations, so for the defeated nations too, there is a perspective 
of lasting prosperity, of prosperity in which all nations also those 
which were most heavily afflicted by the war — will be able to parti¬ 


cipate, even very soon. 



DIVERGENCY OF OPINIONS 


The reader has now been able to see how much the solutions of 
many of the pending world problems given here, deviate from the opi¬ 
nions now prevailing, and from the way hitherto followed. 

Must we be astonished, we would repeat, if the solutions indicated 
here are the right ones, that there were two terrible world wars and 
one long and awful world crisis in the space of a quarter of a cen¬ 
tury? For have not we piled blunder on blunder in that quarter of 
a century? 

Probably there are only few people who have known how many 
abuses there were before the war, and how much there is to be 
changed, if we wish to participate in the lasting prosperity which 
mankind so dearly desires and so greatly needs. 

But if we wish to participate in such lasting prosperity, then it 
will not be sufficient to deviate a litle way from the path hitherto 
trodden, no, we shall even have to turn into a side path at an angle of 
90 degrees, one also which runs at right angles to the way which 
so far we have been taking. 

For only then, shall we be able to make certain of lasting “pros¬ 
perity” and "peace”. 


Fo be continued in the second volume part III and IV. 
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